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TITLE  5— ADMINISTRATIVE 
PERSONNEL 

Chapter  III — Foreign  and  Territorial 
Compensation 

(Dept.  Reg.  108.333] 

Part  325— -Additional  Compensation  in 
Foreign  Areas 

designation  of  differential  posts 

Section  325.11  Designation  of  differ^ 
tntial  posts,  is  amended  as  follows,  effec¬ 
tive  on  the  dates  indicated: 

1.  Effective  as  of  the  beginning  of  the 
first  pay  period  following  October  5, 
1957,  paragraph  (a)  is  amended  by  the 
deletion  of  the  following; 

Khorramshahr,  Iran. 

2.  Effective  as  of  the  beginning  of  the 
first  pay  period  following  October  5, 
1957,  paragraph  (b)  is  amended  by  the 
deletion  of  the  following: 

Iran,  all  posts  except  Ahwaz.  Dea^l, 
Isfahan,  Kerman,  Khaneh,  Khorramshahr, 
Shiraz  and  Tehran. 

Philippines,  all  posts  except  Angeles, 
Baguio  City,  Cavite  (including  Sangley 
Point),  Manila  and  Subic  Bay. 

3.  Effective  as  of  the  beginning  of  the 
first  pay  period  following  October  5, 
1957,  paragraph  (c)  is  amended  by  the 
deletion  of  the  following: 

Subic  Bay,  Philippines. 

4.  Effective  as  of  the  beginning  of  the 
first  pay  period  following  October  5, 1957, 
paragraph  (d)  is  amended  by  the  dele¬ 
tion  of  the  following: 

Lindholm  Island,  Denmark. 

Malang,  Indonesia. 

5.  Effective  as  of  the  beginning  of  the 
first  pay  period  following  September  7, 
1957,  paragraph  (a)  is  amended  by  the 
addition  of  the  following: 

Quezaltenango,  Guatemala. 

6.  Effective  as  of  the  beginning  of  the 
first  pay  period  following  October  5, 1957, 
paragraph  (a)  is  amended  by  the  addi¬ 
tion  of  the  following: 

Chocola,  Guatemala. 

7.  Effective  as  of  the  beglnlng  of  the 
first  pay  period  following  October  5, 1957, 
paragraph  (b)  is  amended  by  the  ad^- 
tion  of  the  following; 


Iran,  all  posts  except  Ahwaz,  Dezful,  Is¬ 
fahan,  Kerman,  Khaneh,  Shiraz  and  Tehran. 

Philippines,  all  posts  except  Angeles, 
Gagulo  City,  Cavite  (including  Sangley 
Point),  Manila  and  Subic  Bay  (including 
Cubi  Point). 

8.  Effective  as  of  the  beginning  of  the 
first  pay  period  following  October  5, 1957, 
paragraph  (c)  is  amended  by  the  addi¬ 
tion  of  the  following: 

Malang,  Indonesia. 

Subic  Bay  (including  Cubi  Point) ,  Philip¬ 
pines. 

(Sec.  102,  Part  I,  E.  O.  10000,  13  F.  B.  5453, 
3  CFR,  1948  Supp.) 

For  the  Secretary  of  State. 

Robert  Newbegin, 

Acting  Assistant  Secretary-Controller. 
September  27,  1957. 

(P.  R.  Doc.  57-8225;  Filed.  Oct.  7,  1957; 
8:48  a.  m.] 


TITLE  7— AGRICULTURE 

Chapter  1 — Agricultural  Marketing 
Service  (Standards,  Inspections, 
Marketing  Practices),  Department 
of  Agriculture 

Subchapter  A — Commodity  Standards  and 
Standard  Container  Regulations 

Part  27 — Cotton  Classification  Under 
Cotton  Futures  Legislation 

replacement  of  untenderable  cotton 

On  August  3,  1957,  a  notice  of  pro¬ 
posed  rule  making  was  published  in  the 
Federal  Register  (22  F.  R.  6234)  regard¬ 
ing  the  proposed  deletion  of  §  27.71  of 
the  regulations  in  7  CFR  Part  27,  as 
amended,  relating  to  cotton  classifica¬ 
tion,  pursuant  to  authority  contained  in 
section  4863  of  the  Internal  Revenue 
Code  of  1954  (68A  Stat.  582;  26  U.  S.  C. 
4863). 

After  consideration  of  all  relevant 
matters  presented  pursuant  to  the  notice, 
said  regulations  are  hereby  amended  by 
deletion  of  §  27.71,  effective  30  days  after 
publication  of  this  document  in  the  Fed¬ 
eral  Register,  pursuant  to  authority 
contained  in  section  4863  of  the  Internal 
Revenue  Code  cited  above. 

The  deletion  of  §  27.71  leaves  the  es¬ 
tablishment  of  requirements  and  time 
limits  for  replacement  of  untenderable 

(Continued  on  next  page) 
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bales  to  cotton  futures  exchanges.  The 
rules  and  by-laws  of  such  exchanges  now 
cover  these  matters. 

(Sec.  4863,  68A  Stat.  582;  26  U.  S.  C.  4863) 

Done  at  Washington,  D.  C.,  this  2d  day 
of  October  1957. 

[seal]  Frank  E.  Blood, 

Acting  Deputy  Administrator, 
Agricultural  Marketing  Service. 

(F.  R.  Doc.  57-8219;  Filed,  Oct.  7,  1957; 
8:46  a.  m.] 


Part  31 — Wool  Standards 

DISTRIBUTION  OF  PRACTICAL  FORMS  OF  WOOL 
AND  WOOL  TOP  GRADE  STANDARDS  AND 
METHODS  F08  DETERMINATION  OF  GRADES 
AND  OF  CONFORMITY  OF  WOOL  AND  WOOL 
TOP  WITH  OFFICIAL  GRADE  STANDARDS 

On  April  13,  1957,  a  notice  of  proposed 
rule  making  was  published  in  the  Fed¬ 
eral  Register  (22  F.  R.  2535)  regarding 
amendments  of  the  regulations  relating 
to  official  standards  of  the  United  States 
for  grades  of  wool  and  wool  top  (7  CFR 
Part  31) .  After  due  consideration  of  all 
relevant  material  submitted  in  connec¬ 
tion  with  such  notice  and  pursuant  to 
the  Wool  Standards  Act  and  sections  203 
and  205  of  the  Agricultural  Marketing 
Act  of  1946,  as  amended  (7  U.  S.  C.  415b- 
415d,  1622,  1624),  the  regulations  are 
hereby  amended  in  the  following 
respects: 

1.  The  heading  preceding  present 
§31.51  is  deleted  and  the  heading 
“Methods  for  the  Determination  of 
Grades  of  Wool”  is  substituted  therefor. 
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2.  Sections  31.51,  31.52,  and  31.53  are 
deleted  in  §  31.54  is  renumbered  as 
§31.51. 

3.  The  heading  preceding  present 
1 31.151  is  deleted  and  “Methods  for  the 
Determination  of  Conformity  of  Wool 
Top  with  the  Official  Grade  Standards” 
Is  substituted  therefor. 

4.  Sections  31.151,  31.152,  and  31.153 
are  deleted  and  §  31.154  is  renumbered 
as  §31.151. 

(Sec.  3,  45  Stat.  494,  secs.  203,  205,  60  Stat. 
1087,  as  amended,  1090,  as  amended;  7  U.  S.  C. 
415d,  1622,  1624.  Interpret  or  apply  secs.  1, 
2,  45  Stat.  593;  7  U.  S.  C.  416b,  415c) 

5.  A  new  heading  and  new  §§  31.201. 
31.202,  31.203,  and  31.204  are  added  to 
read  as  follows : 

distribution  or  practical  forms  of  wool 
AND  WOOL  TOP  GRADE  STANDARDS 
Sec. 

31.201  Practical  forms;  methods  of  obtain¬ 

ing. 

31.202  Approved  commercial  suppliers  of 

practical  forms. 

31.203  Suspension  or  revocation  of  approval 

of  commercial  suppliers. 

31.204  Validity  of  practical  forms  furnished 

by  Department  of  Agriculture. 

Authority:  §§  31.201  to  31.204  Issued  under 
sec.  3,  45  Stat.  594,  secs.  203,  205,  60  Stat. 
1087,  as  amended,  1090,  as  amended;  7  U.  S.  C. 
415d,  1622,  1624,  Interpret  or  apply  secs.  1, 
2,  45  Stat.  693;  7  U.  S.  C.  415b,  415c. 

§31.201  Practical  forms;  method  of 
obtaining.  Practical  forms  of  the  of¬ 
ficial  standards  of  the  United  States  for 
grades  of  wool  and  wool  top  are  not  avail¬ 
able  for  loan  or  sale  by  the  Department 
of  Agriculture.  Practical  forms  illus¬ 
trative  of  the  official  standards  may  be 
obtained  from  suppliers  of  such  forms 
whose  names  have  been  placed  on  a  list 
of  commercial  suppliers  approved  by  the 
Director  of  the  Livestock  Division,  Agri¬ 
cultural  Marketing  Service,  of  the  De- 
'  partment  pursuant  to  §  31.202.  The 
Department  makes  no  representation 
that  the  practical  forms  obtained  from 
the  approved  suppliers  conform  to  the 
standards. 

§  31.202  Approved  commercial  sup- 
Viliers  of  practical  forms,  (a)  There 
shall  be  maintained  by  the  Director  of 
the  Livestock  Division  a  list  of  com¬ 
mercial  suppliers  who  have  been  ap¬ 
proved  by  him  pursuant  to  paragraph 

(b)  of  this  section  for  the  preparation 
and  supplying  of  practical  forms  illustra¬ 
tive  of  the  official  standards  of  the  United 
States  for  grades  of  wool  and  wool  top. 
Copies  of  such  list  may  be  obtained  from 
the  Director  of  the  Livestock  Division, 
Agricultural  Marketing  Service,  United 
States  Department  of  Agriculture,  Wash¬ 
ington  25,  D.  C.,  or  from  the  Wool  Lab¬ 
oratory  of  the  Livestock  Division,  Denver 
Federal  Center,  Building  81,  Denver  2, 
Colorado. 

(b)  Any  person,  firm,  corporation,  or 
association  desiring  to  be  approved  for 
the  preparation  and  supplying  of  prac¬ 
tical  forms  under  the  regulations  in  this 
part  and  to  have  the  name  of  such  per¬ 
son,  firm,  corporation,  or  association 
placed  upon  the  list  provided  for  in 
paragraph  (a)  of  this  section  shall  file 
with  the  Wool  Laboratory  of  the  Live¬ 
stock  Division,  Denver  Federal  Center, 
Building  81,  Denver  2,  Colorado,  a  writ¬ 
ten  request  therefor,  together  with  a  set 


of  the  practical  forms  for  grades  of  wool 
and/or  wool  top,  appropriately  labeled, 
which  are  proposed  to  be  supplied  and  a 
complete  price  list  and  description  of 
such  forms.  In  the  case  of  wool  top  there 
shall  also  be  filed  with  the  Wool  Lab¬ 
oratory  samples  of  stock  intended  for  use 
in  the  preparation  of  the  practical  forms, 
together  with  fineness  measurement  data 
on  such  stock  obtained  through  test  by 
one  or  more  laboratories.  If  the  set  of 
practical  forms  filed  is  found  by  the 
Wool  Laboratory  to  be  illustrative  of  the 
official  standards,  correctly  graded,  and 
appropriately  labeled;  the  Director  of  the 
Livestock  Division  shall  approve  the  ap¬ 
plicant  for  the  preparation  and  supply¬ 
ing  of  practical  forms  under  the 
regulations  in  this  part  and  enter  the 
applicant’s  name  on  the  list  referred  to 
in  paragraph  (a)  of  this  section. 

(c)  Each  approved  commercial  sup¬ 
plier  shall  currently  maintain  on  file  with 
the  Wool  Laboratory  a  complete  and  up- 
to-date  price  list  and  description  of  all 
practical  forms  supplied  pursuant  to  the 
regulations  in  this  part. 

(d)  Upon  the  making  of  any  subse¬ 
quent  change  in  the  official  standards 
of  the  United  States  for  grades  of  wool 
or  wool  top  requiring  the  preparation  of 
new  practical  forms  of  such  standards, 
each  approved  commercial  supplier  shall 
file  promptly  with  the  Wool  Laboratory 
a  new  request  for  approval  pursuant  to 
paragraph  (b)  of  this  section. 

§  31.203  Suspension  or  revocation  of 
approval  of  commercial  suppliers,  (a) 
The  approval  of  a  commercial  supplier 
for  the  preparation  and  supplying  of 
practical  forms  under  the  regulations  in 
this  part  may  be  suspended  or  revoked 
and  the  name  of  the  supplier  removed 
from  the  list  of  approved  commercial 
suppliers  referred  to  in  paragraph  (a) 
of  §  31.202,  if  the  supplier  (1)  fails  to 
comply  with  any  of  the  regulations  in 
this  part;  (2)  engages  in  any  misrepre¬ 
sentation  or  unfair  practice  in  connec¬ 
tion  with  the  preparation  or  supplying  of 
practical  forms  under  the  regulations 
in  this  part;  or  (3)  supplies  practical 
forms  which  are  not  illustrative  of  the 
official  standards,  correctly  graded,  and 
appropriately  labeled. 

(b)  In  cases  of  wilfulness,  or  those  in 
which  the  public  interest  so  requires,  the 
Director  of  the  Livestock  Division  may 
suspend,  without  a  hearing,  such  ap¬ 
proval  of  a  commercial  supplier  and  re¬ 
move  the  name  of  the  supplier  from  the 
list  of  approved  commercial  suppliers  re¬ 
ferred  to  in  paragraph  (a)  of  §  31.202, 
pending  investigartion,  but  the  supplier 
shall  be  advised  of  the  facts  or  conduct 
which  appear  to  warrant  suspension  or 
revocation  of  such  approval  and  shall  be 
afforded  an  opportunity  for  a  hearing 
before  a  proper  official  of  the  Department 
before  the  approval  is  finally  suspended 
or  revoked. 

(c)  In  all  other  cases,  prior  to  the 
Institution  of  proceedings  for  the  sus¬ 
pension  or  revocation  of  the  approval 
of  a  commercial  supplier,  the  Director 
shall  cause  to  be  served  upon  the 
supplier,  in  person  or  by  registered  or 
certified  mail,  a  statement  of  the  facts 
which  appear  to  warrant  such  suspension 
or  revocation,  specifying  a  reasonable 


time,  depending  upon  the  circumstances 
in  each  case,  within  which  the  supplier 
may  demonstrate  or  achieve  compliance 
with  the  requirements  under  the  r^u- 
lations  in  this  part.  The  supplier  may 
demonstrate  compliance  by  the  presen¬ 
tation  of  evidence  in  writing  or,  at  the 
discretion  of  the  Director,  at  an  oral 
hearing.  If,  at  the  end  of  the  time 
allowed  for  the  supplier  to  demonstrate 
or  achieve  compliance,  the  Director  finds 
that  the  supplier  is  not  in  compliance, 
he  may  cause  to  be  served  upon  the 
supplier,  in  person  or  by  registered  or 
certified  mail,  a  notice  that  suspension 
or  revocation  of  such  approval  is  under 
consideration  for  reasons  se't  out  in  the 
statement  previously  served  upon  him, 
and  after  opportunity  for  hearing  before 
a  proper  official  of  the  Department,  the 
Director  may  suspend  or  revoke  the  ap¬ 
proval  of  the  commercial  supplier  for 
the  preparation  and  supplying  of  prac¬ 
tical  forms  imder  the  regulations  in  this 
part  and  remove  the  name  of  such 
supplier  from  the  list  of  approved  com¬ 
mercial  suppliers  referred  to  in  para¬ 
graph  (a)  of  §  31.202. 

§  31.204  Validity  of  practical  forms 
furnished  by  Department  of  Agriculture. 
Practical  forms  furnished  by  the  De¬ 
partment  of  Agriculture  and  certified  as 
representative  of  the  official  standards 
for  wool  or  wool  top  prior  to  the  effective 
date  of  §§  31.201-31.204,  and  valid  on 
said  date,  may  be  deemed  representative 
of  such  standards  until  the  certificate  is 
revoked  under  this  section,  or  the  respec¬ 
tive  standards  are  revised,  or  any  period 
of  validity  specified  in  the  certificate, 
including  any  extensions  thereof,  has 
expired;  whichever  occurs  first.  The 
Director  of  the  Livestock  Division  may 
extend  the  period  during  which  any 
practical  forms  furnished  by  the  Depart¬ 
ment  may  be  deemed  representative,  in 
any  case  in  which  the  certificate  for  such 
forms  specifies  a  validity  period,  if  the 
forms  are  determined  to  be  representa¬ 
tive  of  the  respective  standards.  The  Di¬ 
rector  may  revoke  any  certificate  for  any 
practical  forms  furnished  by  the  Depart¬ 
ment  when  he  determines  the  forms  are 
not  representative  of  the  respective 
standards,  and  thereafter  the  forms  shall 
not  be  deemed  representative  of  such 
standards. 

The  purpose  of  these  amendments  Is 
to  provide  for  the  preparation  and  sale, 
by  commercial  suppliers,  of  practical 
forms  illustrative  of  the  official  standards 
of  the  United  States  for  grades  of  wool 
and  wool  top. 

The  foregoing  amendments  shall  be¬ 
come  effective  thirty  days  after  publica¬ 
tion  in  the  Federal  Register. 

Notice  of  rule-making  was  publl/hed 
In  the  Federal  Register.  The  amend¬ 
ments  made  hereby  are  substantially 
the  same  as  those  proposed  in  the  notice 
except  for  the  addition  of  §  31.204.  This 
section  clarifies  the  status  of  practical 
forms  furnished  by  the  Department  of 
Agriculture  prior  to  the  effective  date 
hereof,  and  it  does  not  adversely  affect 
the  rights  of  any  person.  No  objections 
to  this  section  are  expected.  Accord¬ 
ingly,  under  section  4  of  the  Adminis¬ 
trative  Procedure  Act  (5  U.  S.  C.  1003) 
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It  Is  found  upon  good  cause  that  further 
notice  of  rule-making  on  the  amend¬ 
ments  is  impracticable  and  unnecessary. 

Done  at  Washington,  D.  C.,  this  2d  day 
of  October  1957. 

[seal]  Frank  E.  Blood, 

Acting  Deputy  Administrator, 
Agricultural  Marketing  Service. 

[F.  R.  Doc.  57-8220;  Filed,  Oct.  7,  1957; 
8:46  a.  m.] 


Chapter  VI — Soil  Conservation  Serv¬ 
ice,  Department  of  Agriculture 

Part  601 — Great  Plains  Conservation 
Program 

SUBPART — general  PROGRAM  PROVISIONS 
Correction 

In  Federal  Register  Document  57- 
6981,  published  at  page  6851  of  the  issue 
dated  August  24,  1957,  the  following 
change  should  be  made:  In  §  601.25  (o) 

(6),  the  word  “appropriations”  should 
read  “appropriateness”. 


Chapter  IX — ^Agricultural  Marketing 

Service  (Marketing  Agreements  and 

Orders),  Department  of  Agriculture 

Part  945— Tomatoes  Grown  in  Florida 

LIMITATION  OF  SHIPMENTS 

§  945.304  Limitation  of  shipments — 
(a)  Findings.  (1)  Pursuant  to  Market¬ 
ing  Agreement  No.  124  and  Order  No.  45 
(7  CFR  Part  945),  hereinafter  referred 
to  as  Order  No.  45,  regulating  the  han¬ 
dling  of  tomatoes  grown  in  Florida,  ef¬ 
fective  under  the  applicable  provisions 
of  the  Agricultural  Marketing  Agree¬ 
ment  Act  of  1937,  as  amended  (48  Stat. 
31,  7  U.  S.  C.  601  et  seq.) ,  and  upon  the 
basis  of  recommendations  and  informa¬ 
tion  submitted  by  the  Florida  Tomato 
Committee,  established  pursuant  to  said 
marketing  agreement  and  order,  and 
upon  other  available  information,  it  is 
hereby  found  that  the  limitation  of  ship¬ 
ments,  as  hereinafter  provided,  will  tend 
•  to  effectuate  the  declared  policy  of  the 
act. 

(2)  It  is  hereby  further  found  that  it 
*ls  impracticable,  unnecessary  and  con¬ 
trary  to  the  public  interest  to  give  pre¬ 
liminary  notice,  engage  in  public  rule 
making  procedure,  and  postpone  the 
effective  date  of  this  section  until  30  days 
after  publication  in  the  Federal  Register 
(5  U.  S.  C.  1001  et  seq.)  in  that  (i)  the 
time  intervening  between  the  date  when 
Information  upon  which  this  section  is 
based  became  available  and  the  time 
when  this  section  must  become  effective 
in  order  to  effectuate  the  declared  policy 
of  the  act  is  insufficient;  (ii)  more 
orderly  marketing  in  the  public  interest, 
than  would  otherwise  prevail,  will  be 
promoted  by  regulating  the  handling  of 
tomatoes  in  the  manner  set  forth  below, 
on  and  after  the  effective  date  of  this 
section;  (iii)  compliance  with  this  sec¬ 
tion  will  not  require  any  special  prepara¬ 
tion  on  the  part  of  handlers  which  can¬ 
not  be  completed  by  the  effective  date; 


(iv)  a  reasonable  time  Is  permitted, 
under  the  circumstances,  for  such  prep¬ 
aration;  and  (V)  The  Florida  Tomato 
Committee  held  an  open  meeting  on  Sep¬ 
tember  18-19,  1957,  after  giving  due 
notice  thereof,  to  consider  supply  and 
market  conditions  for  Florida  tomatoes 
and  need  for  regulation ;  interested  per¬ 
sons  were  afforded  an  opportunity  to 
submit  information  and  views  at  this 
meeting;  the  recommendations  and  sup¬ 
porting  information  for  regulation 
during  the  period  specified  herein  were 
promptly  submitted  to  the  Department 
after  such  meeting  was  held;  provisions 
of  this  section,  including  its  effective 
time,  are  identical  with  the  aforesaid 
recommendations  of  the  committee;  and 
information  concerning  such  provisions 
and  effective  time  has  been  disseminated 
among  handlers  of  such  tomatoes. 

(b)  Order.  During  the  period  from 
October  14,  1957,  through  June  30,  1958, 
the  following  regulations  shall  be  effec¬ 
tive  with  respect  to  all  varieties  of 
tomatoes  handled  for  shipment  outside 
the  production  area  as  defined  in  §  945.4 
(Order  No.  45),  except  elongated  types. 


commonly  referred  to  as  pear  shaped  or 
paste  tomatoes  and  including,  but  not 
limited  to,  San  ^arzano.  Red  Top,  and 
Roma  varieties;  and  cerasiform  type  to¬ 
matoes,  commonly  referred  to  as  cherry 
tomatoes; 

(1)  No  person  shall  handle  any  to¬ 
matoes  for  shipment  outside  of  the  pro¬ 
duction  area,  unless  such  tomatoes  meet 
the  requirements  of  U.  S.  No.  3,  or  better, 
grade. 

(2)  No  person  shall  handle  any  to¬ 
matoes  for  shipment  outside  of  the  pro¬ 
duction  area  unless  they  are  1%  inches 
in  diameter  or  larger:  Provided,  That  not 
more  than  10  percent,  by  count,  of  to¬ 
matoes  in  any  lot  of  7  x  8  (.1%  inches 
minimum  diameter  to  2V8  inches  max¬ 
imum  diameter)  may  be  smaller  than  the 
specified  minimum  diameter. 

(3)  No  person  shall  handle  for  ship¬ 
ment  outside  the  production  area  any 
tomatoes  packed  in  the  following  con¬ 
tainers: 

(i)  Unless  the  net  weight  of  such 
tomatoes  in  such  containers  does  not 
exceed  the  maximum  net  weight  set 
forth  below  for  each  such  container: 


Container,  usual  description 

Carrier 

container 

No. 

Inside  dimensions 

Cubic 

contents 

Maximum 
net  weight 
of  tomatoes 
permitted 

60-pound  field  box . 

None 
4015 
>23104 
‘  50 
None 
1915 
7007 
*SJ  27 
1040 

Inches 

llxllxi22V4 . 

Inches 
2,692 
2,672 
3,283 
2,247 
2,083 
1,728 
1,822 
1, 753 
1,353 

Pounds 

62 

62 

62 

51H 

51^4 

41h 

41 H 

41)4 

35.12 

60-pound  wirebound  crate . . . 

11>54«x111S(6\18?4 . 

60-pound  tomato  lug  (corrugated) . 

50-pound  duo  pack . 

19^i.xl3?4xl2W . 

11x10?4x19 . 

60-pound  full  telescope . 

40-pound  two  piece  cardboard  box... . 

40-pound  ^  RSC  veift  stitliner . . . 

10Jl6Xl0«ixl8?4« . 

10x9xl9Ji . 

12Mex8xl8^i . 

40-ix)und  bulge  pack  tomato  box . 

34-pound  tomato  lug  box . 

10x8^sxl9?4 . 

634sxl3hxl5J6 . 

*  Manufacturer’s  number. 


(ii)  To  allow  for  variations  incident  to 
proper  packing,  not  more  than  a  total 
of  ten  (10)  percent  of  the  aforesaid  con¬ 
tainers  in  any  lot,  by  count,  may  exceed 
the  specified  maximum  net  weight  set 
forth  above  for  each  such  container. 

(4)  No  person  shall  handle  for  ship¬ 
ment  outside  the  production  area  any 
mature  green  tomatoes  V/q  inches  or 
larger  diameter : 

(i)  Unless  they  are  packed  in  one  of 
the  following  ranges  of  diameters  (ex¬ 
pressed  in  terms  of  minimum  and 
maximum) : 

Size  arrangements:  Diameter  (inches) 


7  X  8 _ 1%  to  2(i,  inclusive. 

7  X  7 _ Over  to  2%2  inclusive. 

6  X  7 _ _  Over  2^2  to  2i%2.  inclusive. 

6x6 _ Over  2i%2. 


(ii)  Such  mature  green  tomatoes  shall 
be  packed  separately  for  each  size  range ; 

(iii)  To  allow  for  variations  incident 
to  proper  sizing  not  more  than  a  total 
of  ten  (10)  percent,  by  count,  of  the 
mature  green  tomatoes  in  any  lot  may 
be  smaller  than  the  specified  minimum 
diameter  or  larger  than  the  specified 
maximum  diameter; 

(iv)  For  purposes  of  this  section,  ma¬ 
ture  green  tomatoes  are  deemed  to  be 
tomatoes  generally  showing  a  slight 
break  in  the  ground  color  to  a  whitish 
green  color  over  the  shoulders;  the  con¬ 
tents  of  the  seed  cavities  will  be  slightly 
moist  and  of  a  jelly  or  glue-like  con¬ 
sistency,  seeds  will  be  well  developed. 


slightly  hard,  and  in  slicing  the  fruit 
with  a  sharp  knife  will  usually  be  pushed 
aside  rather  than  cut;  and  the  contents 
of  two  or  more  locules  must  have  a  jelly- 
like  consistency  and  well  developed 
seeds;  and 

(V)  For  purposes  of  this  section  any 
lot  of  tomatoes  containing  more  than 
ten  (10)  percent  of  mature  green  toma¬ 
toes  shall  be  classified  as  mature  green 
tomatoes. 

(5)  For  purposes  of  this  section  each 
person  subject  thereto  may  handle,  pur¬ 
suant  to  §  945.53,  up  to,  but  not  to  exceed, 
60  pounds  of  tomatoes  per  day  without 
regard  to  the  requirements  of  this  part, 
but  this  exception  shall  not  apply  to  any 
portion  of  a  shipment  of  over  60  pounds 
of  tomatoes. 

(6)  No  person  shall  handle  for  ship¬ 
ment  outside  the  production  area  any 
tomatoes  unless  such  tomatoes  are  in¬ 
spected  and  certified  pursuant  to  the  pro¬ 
visions  of  §  945.60. 

(7)  For  purposes  of  this  section 
§  945.140,  relating  to  truck  shipments  of 
tomatoes  grown  in  Florida,  issued  May 
2,  1956,  and  effective  May  5,  1956,  (21 
F.  R.  3000),  shall  continue  in  effect;  and 

(8)  “U.  S.  No.  3  grade”  as  used  in  this 
section,  shall  have  the  same  meaning 
assigned  this  term  in  the  U.  S.  Standards 
for  Fresh  Tomatoes  (§51.1855-51.1877  of 
this  title;  21  F.  R.  9559),  including  the 
tolerances  set  forth  therein.  All  other 
terms  used  in  this  section  shall  have  the 
same  meaning  as  when  used  in  Market- 
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Tuesday,  October  8,  1957 

Ing  Agreement  No.  125  and  Order  No.  45 
(§§  945.1  to  945.92). 

(Sec.  5.  49  Stat.  753  as  amended;  7  XT.  S.  O. 
608=) 

Dated,  October  3,  1957,  to  become  ef¬ 
fective  October  14, 1957. 

[seal]  S.  R.  Smith, 

Director, 

Fruit  and  Vegetable  Division. 

Ip.  R.  Doc.  67-8246;  Filed,  Oct.  7,  1957; 
8:45  a.  m.] 


TITLE  16— COMMERCIAL 
PRACTICES 

Chapter  I — Federal  Trade  Commission 

[Docket  6331] 

Part  13 — Digest  of  Cease  and  Desist 
Orders 

ANHEUSER-BUSCH,  INC. 

Subpart — Cutting  prices  arbitrarily: 

§  13.665  Cutting  prices  arbitrarily,  or 
with  intent  and  effect  of  competitive  loss 
or  capitulation:  Under  Clayton  Act,  sec. 
2(a).  Subpart — Discriminating  in  price 
under  section  2,  Clayton  Act,  as  amend¬ 
ed— Price  discrimination  under  2  (a) : 

1 13.737  Localized  price  cutting;  §  13.790 
Trade  areas. 

(Sec.  6,  38  stat.  721;  15  U.  S.  C.  46.  Interpret 
or  apply  sec.  2,  88  Stat.  730,  as  amended;  15 
n.  S.  C.  13)  [Cease  and  desist  order.  An¬ 
heuser-Busch.  Inc,  St.  Louis,  Mo.,  Docket 
6331,  September  10,  1957] 

This  proceeding  was  heard  by  a  hear¬ 
ing  examiner  on  the  complaint  of  the 
Commission  charging  one  of  the  nation’s 
leading  breweries,  with  manufacturing 
plants  in  St.  Louis,  Mo.,  Newark,  N.  J., 
and  Los  Angeles,  California,  with  reduc¬ 
ing  the  price  of  its  Budweiser  beer  in  the 
St.  Louis  area  to  match  its  regional  com¬ 
petitors’  price  while  maintaining  its 
price  elsewhere  in  the  nation,  with  gen¬ 
eral  adverse  effect  on  the  local  market 
and  in  violation  of  section  2  (a)  of  the 
Clayton  Act  as  amended. 

,  After  extensive  hearings,  the  hearing 
examiner  made  his  initial  decision  and 
order  to  cease  and  desist,  from  which 
respondent  appealed.  Having  heard  the 
matter  upon  briefs  and  oral  argument, 
the  Commission  denied  the  appeal  and 
on  September  10  adopted  the  initial  de¬ 
cision  as  modified  as  the  decision  of  the 
Commission-. 

The  order  to  cease  and  desist,  as  thus 
modified,  is  as  follows; 

A  is  ordered,  That  the  respondent,  An¬ 
heuser-Busch,  Inc.,  a  corporation,  and 
its  officers,  representatives,  agents  and 
employees,  directly  or  through  any  ccj- 
porate  or  other  device,  in  the  sale  of 
beer  of  like  grade  and  quality,  do  forth¬ 
with  cease  and  desist  from  discriminat¬ 
ing,  directly  or  indirectly,  in  price,  be¬ 
tween  different  purchasers  engaged  in 
the  same  line  of  commerce,  where  either, 
or  any,  of  the  purchasers  involved  in 
such  discrimination  are  in  commerce,  as 
“commerce”  is  defined  in  the  Clayton 
Act,  by  a  price  reduction  in  any  market 
where  respondent  is  in  competition  with 
any  other  seller,  unless  it  proportionally 


reduces  its  prices  everywhere  for  the 
same  quantity  of  beer. 

By  “Pinal  Order”,  report  of  compliance 
was  required  as  follows: 

It  is  further  ordered.  That  the  re¬ 
spondent,  Anheuser-Busch,  Inc.,  shall, 
within  sixty  (60)  days  after  service  upon 
it  of  this  order,  file  with  the  Commission 
a  report,  in  writing,  setting  forth  in  de¬ 
tail  the  manner  and  form  in  which  it  has 
complied  with  the  order  contained  in 
the  initial  decision,  as  modified. 

Issued:  September  10, 1957. 

By  the  Commission. 

[seal]  Robert  M.  Parrish, 

Secretary. 

[P.  R.  Doc.  57-8231;  Piled,  Oct.  7,  1957; 

8:50  a.  m.] 


[Docket  6778] 

Part  13 — ^Digest  of  Cease  and  Desist 
Orders 

HALLE  BROS.  CO. 

Subpart — Advertising  falsely  or  mis¬ 
leadingly:  §  13.30  Composition  of  goods: 
Pur  Products  Labeling  Act.  Subpart — 
Invoicing  products  falsely:  §  13.1108  In¬ 
voicing  products  falsely:  Products 

Labeling  Act.  Subpart — Misbranding  or 
mislabeling:  §  13.1190  Composition:  Pur 
Products  Labeling  Act;  §  13.1212  Formal 
regulatory  and  statutory  requirements: 
Pur  Products  Labeling  Act.  Subpart — 
neglecting,  unfairly  or  deceptively,  to 
make  material  disclosure:  §13.1845 
Composition:  Pur  Products  Labeling  Act; 

§  13.1852  Formal  regulatory  and  statu¬ 
tory  requirements:  Pur  Products  Label¬ 
ing  Act;  §  13.1865  Manufacture  or  prepa¬ 
ration:  Pur  Products  Labeling  Act.  Sub¬ 
part — Using  misleading  name — Goods: 

§  13.2280  Composition:  Pur  Products  La¬ 
beling  Act. 

(Sec.  6.  38  Stat.  721;  15  U.  S.  C.  46.  Interpret 
or  apply  sec.  5,  38  Stat.  719,  as  amended,  sec. 
8,  65  Stat.  179;  15  U.  S.  C.  45,  69f)  [Cease  and 
desist  order.  The  Halle  Bros.  Co.,  Cleveland, 
Ohio,  Docket  6778,  September  10,  1957] 

This  proceeding  was  heard  by  a  hear¬ 
ing  examiner  on  the  complaint  of  the 
Commission  charging  a  furrier  in  Cleve¬ 
land,  Ohio,  with  violating  the  Pur  Prod¬ 
ucts  Labeling  Act  by  falsely  identifying 
on  labels  and  invoices  the  name  of  ani¬ 
mals  producing  certain  furs  and  by 
failing  to  comply  with  the  labeling  and 
invoicing  requirements  of  the  act;  and, 
in  advertising,  failing  to  disclose  the 
name  of  animals  producing  certain  furs 
and  that  certain  products  contained  ar¬ 
tificially  colored  furs,  and  naming  other 
animals  than  those  producing  the  fur 
in  some  products. 

Poliowing  approval  of  an  agreement 
between  the  parties  containing  a  consent 
order,  the  hearing  examiner  made  his 
initial  decision  and  order  to  cease  and 
desist  which 'became  on  September  10  the 
decision  of  the  Commission. 

The  order  to  cease  and  desist  is  as  fol¬ 
lows: 

It  is  ordered,  That  the  respondent  The 
Halle  Bros.  Co.,  a  corporation  and  its 


officers,  and  respondent’s  representa¬ 
tives,  agents,  and  employees,  directly  or 
through  any  corporate  or  other  device, 
in  connection  with  the  introduction  into 
commerce,  or  the  sale,  advertising  or 
offering  for  sale  In  commerce,  or  the 
transportation  or  distribution  in  com¬ 
merce  of  fur  products,  or  in  connection 
with  the  sale,  advertising,  offering  for 
sale,  transportation  or  distribution  of  fur 
products  which  have  been  made  in  whole 
or  in  part  of  fur  which  had  been  shipped 
and  received  in  commerce,  as  “com¬ 
merce”,  “fur”,  and  “fur  product”  are 
defined  in  the  Pur  Products  Labeling  Act, 
do  forthwith  cease  and  desist  from : 

1.  Misbranding  fur  products  by: 

(a)  Palsely  or  deceptively  labeling  or 
otherwise  identifying  any  such  product 
as  to  the  name  or  names  of  the  animal 
or  animals  that  produced  the  fur  from 
which  such  product  was  manufactured. 

(b)  Pailing  to  affix  labels  to  fur  prod¬ 
ucts  showing : 

(1)  The  name  or  names  of  the  animal 
or  animals  producing  the  fur  or  furs  con¬ 
tained  in  the  fur  product  as  set  forth 
in  the  Pur  Products  Name  Guide  and  as 
prescribed  under  the  rules  and  regula¬ 
tions; 

(2)  That  the  fur  product  contains  or 
Is  composed  of  used  fur,  when  such  is 
the  fact; 

(3)  'That  the  fur  product  contains  or 
is  composed  of  bleached,  dyed,  or  arti¬ 
ficially  colored  fur,  when  such  is  the 
fact; 

(4)  That  the  fur  product  is  composed 
in  whole  or  in  substantial  part  of  paws, 
tails,  bellies,  or  waste  fur,  when  such  is 
the  fact; 

(5)  The  name,  or  other  identification 
issued  and  registered  by  the  Commission, 
of  one  or  more  persons  who  manufac¬ 
tured  such  fur  product  for  introduction 
into  commerce,  sold  it  in  commerce,  ad¬ 
vertised  or  offered  it  for  sale  in  com¬ 
merce,  or  transported  or  distributed  it 
in  commerce; 

(6)  The  name  of  the  country  of  origin 
of  any  imported  furs  used  in  the  fur 
product. 

(c)  Setting  forth  on  labels  attached  to 
fur  products: 

(1)  Information  required  under  sec¬ 
tion  4  (2)  of  the  Fur  Products  Labeling 
Act  and  the  rules  and  regulations  pro¬ 
mulgated  thereunder  which  is  inter¬ 
mingled  with  non-required  information; 

(2)  Information  required  under  sec¬ 
tion  4  (2)  of  the  Fur  Products  Labeling 
Act  and  the  rules  and  regulations  pro¬ 
mulgated  thereunder  in  handwriting. 

(d)  Failure  to  show  on  labels  at¬ 
tached  to  fur  products  an  item  number 
or  mark  assigned  to  fur  products,  in 
violation  of  Rule  40  (a)  of  the  rules  and 
regulations  (§  301.40  (a)). 

2.  Palsely  or  deceptively  invoicing  fur 
products  by: 

(a)  Failing  to  furnish  invoices  to  pur¬ 
chasers  of  fur  products  showing : 

(1)  The  name  or  names  of  the  animal 
or  animals  producing  the  fur  or  furs 
contained  in  the  fur  product  as  set  forth 
in  the  Fur  Products  Name  Guide  and 
as  prescribed  under  the  rules  and  regu¬ 
lations  ; 
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(2)  That  the  fur  product  contains  or 
Is  composed  of  used  fur,  when  such  is 
the  fact; 

(3)  That  the  fur  product  contains  or 
is  composed  of  bleached,  dyed  or  other¬ 
wise  artificially  colored  fur,  when  such 
is  the  fact; 

(4)  That  the  fur  product  is  composed 
in  whole  or  in  substantial  part  of  paws, 
tails,  bellies,  or  waste  fur,  when  such 
is  the  fact; 

(5)  The  name  and  address  of  the  per¬ 
son  issuing  such  invoices; 

(6)  The  name  of  the  country  of  origin 
of  any  imported  furs  contained  in  the 
fur  product. 

(b)  Setting  forth  information  re¬ 
quired  under  section  5  (b)  (1)  of  the 
Pur  Products  Labeling  Act  and  the  rules 
and  regulations  promulgated  thereunder 
in  abbreviated  form. 

3.  Falsely  or  deceptively  advertising 
fur  products  through  the  use  of  any 
advertisement,  representation,  public 
announcement,  or  notice  which  is  in¬ 
tended  to  aid,  promote,  or  assist,  di¬ 
rectly  or  indirectly,  in  the  sale,  or  offer¬ 
ing  for  sale  of  fur  products,  and  which: 

(a)  Fails  to  disclose  the  name  or 
names  of  the  animal  or  animals  pro¬ 
ducing  the  fur  or  furs  contained  in  the 
fur  product  as  set  forth  in  the  Pur 
Products  Name  Guide  and  as  prescribed 
under  the  said  rules  and  regulations; 

(b)  Fails  to  disclose  that  fur  products 
are  bleached,  dyed,  or  otherwise  artifi¬ 
cially  colored,  when  such  is  the  fact; 

(c)  Contains  the  name  or  names  of 
an  animal  or  animals  other  than  those 
producing  the  fur  contained  in  the  fur 
products. 

By  “Decision  of  the  Commission”,  etc., 
report  of  compliance  was  required  as 
follows: 

It  is  ordered.  That  the  respondent 
herein  shall  within  sixty  (60)  days  after 
service  upon  it  of  this  order,  file  with 
the  Commission  a  report  in  writing 
setting  forth  in  detail  the  manner  and 
form  in  which  it  has  complied  with  the 
order  to  cease  and  desist. 

Issued:  September  10, 1957. 

By  the  Commission. 

[seal]  Robert  M.  Parrish, 

Secretary. 

[P.  R.  Doc.  67-8232;  Filed,  Oct.  7,  1957; 

8:51  a.  m.] 


[Docket  6742] 

Part  13 — ^Digest  of  Cease  and  Desist 
Orders 

KRASNOW  BELT  CO.,  INC.  ET  AL. 

Subpart — Furnishing  means  and  in¬ 
strumentalities  of  misrepresentation  or 
deception:  §  13.1056  Preticketing  mer¬ 
chandise  misleadingly.'  Subpart — Mis¬ 
branding  or  mislabeling:  §  13.1280  Price, 
Subpart — Misrepresenting  oneself  and 
goods — Prices:  §  13.1811  Fictitious  pre¬ 
ticketing. 


*  Amended  to  read  as  set  forth. 


(Sec.  6,  38  Stat.  721;  15  U.  S.  C.  46.  Interpret 
or  apply  sec.  5,  38  Stat.  719,  as  amended;  15 
U.  S.  C.  45)  [Cease  and  desist  order,  Krasnow 
Belt  Co.,  Inc.,  et  al..  Long  Island  City,  N.  Y., 
Docket  6742,  September  17,  1957] 

In  the  Matter  of  Krasnow  Belt  Co.,  Inc., 

a  Corporation,  and  Kenneth  I.  Kras¬ 
now,  and  David  Krasnow,  Individually 

and  as  Officers  of  Said  Corporation 

This  proceeding  was  heard  by  a  hear¬ 
ing  examiner  on  the  complaint  of  the 
Commission  charging  a  manufacturer  in 
Long  Island  City,  N.  Y.,  with  attaching 
to  men’s  and  boys’  belts,  labels  carrying 
fictitious  and  exaggerated  prices  whereby 
they  placed  in  the  hands  of  retailers  a 
means  for  deceiving  the  purchasing 
public  as  to  the  usual  retail  price. 

Following  approval  of  an  agreement 
between  the  parties  for  a  consent  order, 
the  hearing  examiner  made  his  initial 
decision  and  order  to  cease  and  desist, 
which,  following  denial  by  the  Commis¬ 
sion  of  respondents’  request  to  vacate 
the  initial  decision  and  remand  the  pro¬ 
ceeding  for  the  reception  of  further 
evidence,  became  on  September  17  the 
decision  of  the  Commission. 

The  order  to  cease  and  desist  is  as 
follows: 

It  is  ordered.  That  respondents  Kras¬ 
now  Belt  Co.,  Inc.,  a  corporation,  and 
its  ofiBcers,  and  Kenneth  I.  Krasnow,  and 
David  Krasnow,  individually  and  as 
officers  of  said  corporation,  and  respond¬ 
ents’  agents,  representatives,  and  em¬ 
ployees,  directly  or  through  any  corpo¬ 
rate  or  other  device,  in  connection  with 
the  offering  fot  sale,  sale  or  distribution 
of  men’s  and  boys’  belts  or  other  mer¬ 
chandise  in  commerce,  as  “commerce” 
is  defined  in  the  Federal  Trade  Commis¬ 
sion  Act,  do  forthwith  cease  and  desist 
from: 

1.  Representing  by  preticketing  or  in 
any  manner  that  certain  amounts  are 
the  regular  and  usual  retail  prices  of 
merchandisevwhen  such  amounts  are  in 
excess  of  the  prices  at  which  such  mer¬ 
chandise  is  usually  and  regularly  sold 
at  retail. 

2.  Putting  Into  operation  any  plan 
whereby  retailers  or  others  may  mis¬ 
represent  the  regular  and  usual  retail 
prices  of  merchandise. 

By  “Order  Denying  Respondents’  Mo¬ 
tion  To  Vacate,  and  Decision  of  the 
Commission”,  report  of  compliance  was 
required  as  follows: 

It  is  further  ordered,  ’That  respondents 
Krasnow  Belt  Co.,  Inc.,  and  Kenneth  I. 
Krasnow  and  David  Krasnow,  individ¬ 
ually  and  as  officers  of  said  corporation, 
shall,  within  sixty  (60)  days  after  service 
upon  them  of  this  order,  file  with  the 
Commission  a  report,  in  writing,  setting 
forth  in  detail  the  manner  and  form  in 
which  they  have  complied  with  the  order 
to  cease  and  desist  contjained  in  the  ini¬ 
tial  decision. 

Issued:  September  17,  1957. 

By  the  Commission. 

[seal]  Robert  M.  Parrish, 

Secretary. 

[P.  R.  Doc.  67-8233:  Filed,  Oct.  7,  1967; 

8:51  a.  m.] 


[Docket  6749] 

Part  13 — Digest  of  Cease  and  Desist 
Orders 

LEAF  brands,  INC. 

Subpart — Discriminating  in  price  un¬ 
der  section  2,  Clayton  Act,  as  amended — 
Payment  for  services  or  facilities  for 
processing  or  sale  under  2  (d) :  §  13.824 
Advertising  expenses. 

(Sec.  6.  38  Stat.  721;  15  U.  S.  C.  46.  Inter-  . 
prets  or  applies  sec.  2,  38  Stat.  730,  as 
amended;  15  U.  S.  C.  13)  [Cease  and  desist 
order.  Leaf  Brands,  Inc.,  Chicago,  Ill.,  Docket 
6749,  September  13.  1957] 

This  proceeding  was  heard  by  a  hear¬ 
ing  examiner  on  the  complaint  of  the 
Commission  charging  a  manufacturer  of 
candy  and  chewing  gum  in  Chicago  with 
discriminating  in  price  in  violation  of 
sections  2  (a),  (c),  and  (d)  of  the  Clay¬ 
ton  Act  as  amended  by  granting  varying 
discounts  to  some  customers  but  not  to 
their  competitors,  paying  advertising  al¬ 
lowances  ii>  lieu  of  brokerage  fee,  and 
paying  sums  of  money  as  compensation 
for  advertising  furnished  by  one  chain 
store  customer  while  not  offering  com¬ 
parable  allowances  to  all  its  competitors. 

An  agreement  was  entered  into  be¬ 
tween  the  parties  upon  the  basis  of  which 
the  hearing  examiner  made  his  initial 
decision,  including  order  to  cease  and 
desist  as  to  Count  III,  and  dismissal  of 
Counts  I  and  II,  which  became  on  Sep¬ 
tember  13  the  decision  of  the  Commis¬ 
sion. 

The  order  to  cease  and  desist  is  as 
follows: 

It  is  ordered.  That  respondent.  Leaf 
Brands,  Inc.,  a  corporation,  and  its  offi¬ 
cers,  representatives,  agents,  and  em¬ 
ployees,  directly  or  through  any  corpo¬ 
rate  or  other  device,  in,  or  in  connection 
with,  the  sale  of  candy  and  chewing  gum 
products  in  commerce,  as  “commerce”  is 
defined  in  the  Clayton  Act,  as  amended, 
do  forthwith  cease  and  desist  from : 

Making  or  contracting  to  make,  to  or 
for  the  benefit  of  any  customer,  any  pay¬ 
ment  or  allowance  of  anything  of  value 
as  compensation  or  in  consideration  for 
any  advertising  or  other  services  or  facil¬ 
ities  furnished  by  or  through  such  cus¬ 
tomer,  in  connection  with  the  handling, 
offering  for  resale,  or  resale  of  products 
sold  to  him  by  respondent,  unless  such 
payment  or  allowance  is  affirmatively 
offered  or  otherwise  made  available  on 
proportionally  equal  terms  to  all  other 
customers  competing  in  the  distribution 
or  resale  of '^such  products. 

It  is  further  ordered.  That  Count  I  and 
Count  II  of  the  complaint  be,  and  they 
hereby  are,  dismissed. 

By  “Decision  of  the  Commission”,  re¬ 
port  of  compliance  was  required  as 
follows: 

It  is  ordered.  That  the  respondent 
herein  shall,  within  sixty  (60)  days  after 
service  upon  it  of  this  order,  file  with 
the  Commission  a  report  in  writing  set¬ 
ting  forth  in  detail  the  manner  and  form 
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in  which  It  has  complied  with  the  order 
to  cease  and  desist. 

Issued:  September  13,  1957. 

By  the  Commission. 

[seal]  Robert  M.  Parrish, 

Secretary. 

(P,  R.  Doc.  57-8234;  Filed,  Oct.  7,  1957; 
8:52  a.  m.] 


[Docket  6732] 

Part  13 — Digest  of  Cease  and  Desist 
Orders 

UNITED  MIRROR  LABORATORIES 

Subpart — Advertising  falsely  or  mis¬ 
leadingly:  §  13.15  Business  status,  ad¬ 
vantages,  or  connections:  Individual  or 
private  business  as  educational,  religious 
or  research  institution;  producer  status 
of  dealer  or  seller:  Laboratory;  §  13.143 
Opportunities;  §  13.205  Scientific  or  other 
relevant  facts.  Subpart — Using  mislead¬ 
ing  name — Vendor:  §  13.2410  Individual 
or  private  business  being  educational, 
religious  or  research  institution  or  organ¬ 
ization;  §  13.2445  Producer  or  laboratory 
status  of  dealer  or  seller. 

(Sec.  6.  38  Stat.  721;  15  U.  S.  C.  46.  Inter¬ 
pret  or  apply  sec.  5,  38  Stat.  719,  as  amended; 
16  U.  S.  C.  45)  [Cease  and  desist  order,  Ray¬ 
mond  Arnold  trading  as  United  Mirror 
Laboratories,  Research  Division  of  Make-Ur- 
Own  Mirror  Company,  Springfield,  N.  J., 
Docket  6732,  September  14, 1957] 

In  the  Matter  as  Raymond  Arnold  Trad¬ 
ing  as  United  Mirror  Laboratories, 

Research  Division  of  Make-Ur-Own 

Mirror  Company 

This  proceeding  was  heard  by  a  hear¬ 
ing  examiner  an  the  complaint  of  the 
Commission  charging  a  manufacturer  of 
materials  and  equipment  for  making 
mirrors  in  Springfield,  N.  J.,  with  mis¬ 
representing  in  advertising  in  periodicals 
and  circulars  the  labor  and  cost  involved 
in  making  mirrors,  and  misrepresenting 
by  use  of  the  words  “Laboratories”  and 
“Research”  in  his  trade  name  that  he 
owned  a  laboratory  with  scientists  and 
technicians  engaged  in  mirror  manu¬ 
facturing. 

Following  approval  of  an  agreement 
between  the  parties  containing  consent 
order,  the  hearing  examiner  made  his 
initial  decision  including  order  to  cease 
and  desist  which  became  on  September 
14  the  decision  of  the  Commission. 

The  order  to  cease  and  desist  is  as 
follow's: 

It  is  ordered.  That  respondent  Ray¬ 
mond  Arnold,  an  individual  trading  as 
United  Mirror  Laboratories,  Research 
Division  of  Make-Ur-Own  Mirror  Com¬ 
pany,  or  under  any  other  name  or  names, 
his  agents,  representatives  and  employ¬ 
ees,  directly  or  through  any  corporate 
or  other  device,  in  connection  with  the 
offering  for  sale,  sale  and  distribution 
of  equipment  and  materials  for  use  in 
manufacturing  mirrors,  in  commerce, 
as  “commerce”  is  defined  in  the  Federal 
Trade  Commission  Act,  do  forthwith 
cease  and  desist  from: 


1.  Representing,  directly  or  by  impli¬ 
cation,  that  through  the  use  of  said 
equipment  and  materials: 

a.  A  person  can  become  a  professional 
mirror  maker  in  15  minutes  or  in  any 
other  period  of  time  less  than  the  aver¬ 
age  time  required  by  those  who  hEfve  used 
respondent’s  equipment  and  materials ; 

b.  A  person  can  become  a  professional 
mirror  maker  in  four  operations  or  any 
number  of  operations  that  is  not  in  ac¬ 
cordance  with  the  facts; 

c.  $100  mirrors  can  be  manufactured 
*In  15  minutes  or  mirrors  of  any  value 
can  be  manufactured  in  any  specific  time 
that  is  not  in  accordance  with  the  facts ; 

•  d.  Mirrors  can  be  manufactured  for  4^ 
per  square  foot  or  for  any  amount  that 
is  not  in  accordance  with  the  facts; 

2.  -Using  the  words  “Laboratories”  or 
“Research”,  or  any  other  words  of  the 
same  import,  as  part  of  a  trade  or  cor¬ 
porate  name,  or  representing  in  any 
manner  that  respondent  owns,  operates, 
or  controls  a  laboratory  or  is  engaged 
in  scientific  research,  when  such  is  not 
in  accordance  with  the  facts. 

By  “Decision  of  the  Commission”,  etc., 
report  of  compliance  was  required  as 
follows: 

It  is  ordered.  That  respondent  Ray¬ 
mond  Arnold,  trading  as  United  Mirror 
Laboratories,  Research  Division  of 
Make-Ur-Own  Mirror  Company,  shall, 
within  sixty  (60)  days  aher  service 
upon  him  of  this  order,  file  with  the 
Commission  a  report  in  writing,  setting 
forth  in  detail  the  manner  and  form 
in  which  he  has  complied  with  the  order 
to  cease  and  desist. 

Issued:  September  13,  1957. 

By  the  Commission. 

[seal]  Robert  M.  Parrish, 

Secretary. 

[P:  R.  Doc.  57-8237;  Piled,  Oct.  7,  1957; 

8:54  a.  m.] 


[Docket  6773] 

Part  13 — Digest  of  Cease  and  Desist 
Orders 

royal  true  color  corp.  et  al. 

Subpart — Advertising  falsely  or  mis¬ 
leadingly:  §  13.15  Business  status,  ad¬ 
vantages,  or  connections:  Connections  or 
arrangements  with  others;  §  13.75  Free 
goods  or  services;  §  13.157  Prize  contests; 
§  13.175  Quality  of  product  or  service; 
§  13.200  Sample,  offer  or  order  conform¬ 
ance;  §  13.260  Terms  and  conditions. 
Subpart — Offering  unfair,  improper  and 
deceptive  inducements  to  purchase  or 
deal:  §  13.1955  Free  goods;  §  13.2027 
Prize  contests;  §  13.2060  Sample,  offer  or 
order  conformance.  Subpart — Using 
contest  schemes  unfairly:  5  13.2270  Using 
contest  schemes  unfairly. 

(Sec.  6,  38  Stat.  721;  15  U.  S.  C.  46.  Interpret 
or  apply  aec.  5,  38  Stat.  719,  as  amended;  15 
U.  S.  C.  45)  [Cease  and  desist  order,  Royal 
True  Color  Corporation  et  al..  Long  Island 
City,  N.  Y.,  Docket  6773,  September  14,  1957] 


In  the  Matter  of  Royal  True  Color  Cor- . 

poration,  a  Corporation,  and  Alton  L. 

Hubbard  and  William  T.  Hubbard,  In¬ 
dividually  and  as  Officers  of  Said 

Corporation 

This  proceeding  was  heard  by  a  hear¬ 
ing  examiner  on  the  complaint  of  the 
Commission  charging  a  photographer  in 
Long  Island  City,  N.  Y.,  with  advertising 
falsely  by  means  of  post  cards  mailed 
to  patrons  of  local  post  offices  a  “Cutest 
Child  Contest”  with  prizes  aw’arded  to 
winners  and  free  portraits,  sponsored  by 
the  alleged  “American  Family  Maga¬ 
zine”;  and  with  misrepresenting  the 
quality  of  photographs. 

No  appearance  having  been  made  by 
respondents,  they  were  held  to  be  in 
default.  On  this  basis,  the  hearing  ex¬ 
aminer  made  his  initial  decision  includ¬ 
ing  findings,  conclusions,  and  order  to 
cease  and  desist  which  became  on  Sep¬ 
tember  14  the  decision  of  the  Commis¬ 
sion. 

The  order  to  cease  and  desist  is  as 
follows: 

It  is  ordered.  That  respondent  Alton 
L.  Hubbard,  his  agents,  representatives 
and  employees,  directly,  or  through  any 
corporate  or  other  device,  in  connection 
with  the  offering  for  sale,  sale  or  dis¬ 
tribution  of  photographs  in  Commerce, 
as  “commerce”  is  defined  in  the  Federal 
Trade  Commission  Act  do  forthwith 
cease  and  desist  from  representing,  di¬ 
rectly  or  by  implication: 

(1)  That  American  Family  Magazine 
or  any  other  publication  owned  by  him 
or  by  any  other  individual  for  whom  he 
is  a  representative,  agent  or  employee, 
or  by  any  partnership  In  which  he  is  a 
partner  or  for  which  he  is  a  representa¬ 
tive,  agent  or  employee  or  by  any  cor¬ 
poration  with  which  he  is  connected  in 
any  official  capacity  or  for  which  he  is 
agent,  representative  or  employee  is  a 
recognized  or  established  magazine,  or 
is  an  independent  publication;  or  is 
similar  to  magazines  of  nationwide  cir¬ 
culation;  or  that  said  magazine  will  pub¬ 
lish  and  furnish  a  new  issue  to  each  sub¬ 
scriber  each  month  during  the  life  of 
his  or  her  subscription; 

(2)  That  said  respondent  or  any  in¬ 
dividual  for  whom  he  is  a  representa¬ 
tive,  agent  or  employee,  or  any  partner¬ 
ship  in  which  he  is  a  partner  or  for 
which  he  is  a  representative,  agent  or 
employee  or  any  corporation  with  which 
he  is  connected  in  any  offical  capacity 
or  for  which  he  is  a  representative,  agent 
or  employee: 

(a)  Is  conducting  a  photographic  con* 
test  the  purpose  of  which  is  to  select  a 
winner  or  winners  for  a  contest  spon¬ 
sored  by  a  magazine;  or  for  any  other 
purpose; 

(b)  Will  award  valuable  prizes  to  the 
winner  or  winners  of  such  contest; 

(c)  Will  give  free  portraits  to  parents 
of  children  who  pose  for  pictures ; 

(d)  Will  furnish  pictures  in  true  or 
natural  color; 

(e)  Will  guarantee  the  workmanship 
and  materials  in  photographs; 

(f )  Will  promptly  deliver  photographs 
purchased; 
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(g)  Will  furnish  photographs  similar 
in  quality  to  demonstration  photographs 
or  to  color  transparencies  viewed  by  pro¬ 
spective  purchasers/ 

It  is  further  ordered.  That  the  com¬ 
plaint  be  and  the  same  hereby  is  dis¬ 
missed  as  to  respondents  Royal  True 
Color  Corporation  and  William  T.  Hub¬ 
bard. 

By  “Decision  of  the  Commission”,  etc., 
report  of  compliance  was  required  as 
follows : 

It  is  ordered.  That  the  respondents 
herein  shall  within  sixty  (60)  days 
after  service  upon  them  of  this  order,  file 
with  the  Commission  a  report  in  writing 
setting  forth  in  detail  the  manner  and 
form  in  which  they  have  complied  with 
the  order  to  cease  and  desist. 

Issued:  September  13,  1957. 

By  the  Commission. 

[seal]  Robert  M.  Parrish, 

Secretary. 

[P.  R.  Doc.  87-8235;  Piled,  Oct.  7,  1957; 

8:52  a.  m.] 


[Docket  6739] 

Fart  13 — ^Digest  or  Cease  and  Desist 
Orders 

tolchinsky's  fur  shop 

Subpart — Advertising  falsely  or  mis^ 
leadingly:  S  13.155  Prices:  Usual  as  re¬ 
duced,  special,  etc.  Subpart — Invoicing 
products  falsely:  §  13.1108  Invoicing 
products  falsely:  Pur  products  labeling 
act.  Subpart — Misbranding  or  mislabel^ 
ing:  S  13.1190  Composition:  Pur  Products 
Labeling  Act;  §  13.1212  Formal  regular 
tory  and  statutory  requirements:  Pur 
Products  Labeling  Act;  §  13.1280  Price. 
Subpart — Neglecting,  unfairly  or  decep- 
tively,  to  make  material  disclosure: 
§  13.1845  Composition:  Pur  Products  La¬ 
beling  Act;  §  13.1852  Formal  regulatory 
and  statutory  requirements:  Pur  Prod¬ 
ucts  Labeling  Act;  §  13.1865  Manufacture 
or  preparation:  Pur  Products  Labeling 
Act.  Subpart — Using  misleading  name — 
Goods:  §  13.2280  Composition:  P\u-  Prod¬ 
ucts  Labeling  Act. 

(Sec.  6,  38  Stat.  721;  15  U.  S.  C.  46.  Inter¬ 
pret  or  apply  sec.  5.  38  Stat.  719,  as  amended, 
sec.  8.  65  Stat.  179;  15  U.  S.  C.  45,  69f)  [Cease 
and  desist  order,  Harry  H.  Tolchlnsky  trad¬ 
ing  as  Tolchinsky’s  Fur  Shop,  Providence, 
R.  1.,  Docket  6739,  September  13,  1957] 

In  the  Matter  of  Harry  H.  Tolchinsky, 
Trading  as  Tolchinsky’s  Fur  Shop 

This  proceeding  was  heard  by  a  hear¬ 
ing  examiner  on  the  complaint  of  the 
Commission  charging  a  furrier  in  Provi¬ 
dence,  R.  I.,  with  violating  the  Fur 
Products  Labeling  Act  by  affixing  to  fur 


*  The  Commission’s  order  may  prohibit 
variations  of  the  basic  theme  used  in  causing 
the  deception  and  prohibit  such  practices 
by  respondent  through  the  use  of  other  ve¬ 
hicles  than  the  one  xised.  An  order  forbid¬ 
ding  the  making  of  representations  which 
are  false  need-  not  be  qualified  by  a  provision 
permitting  them  if  In  the  future  they  can 
be  truthfully  made.  P.  Lorillard  Co.,  v. 
F.  T.  C.,  186  F.  (2d)  52,  59;  Consumers  Sales 
Corp.  V.  F.  T.  C.,  198  P.  (2d)  404,  408. 


products  labels  bearing  fictitious  prices 
and  misrepresenting  their  value;  falsely 
identifying  on  labels  the  animal  produc¬ 
ing  furs  in  certain  products;  failing  in 
newspaper  advertisements  to  disclose  the 
names  of  animals  producing  the  fur  in 
certain  products,  and  that  certain  furs 
were  artiflcally  colored,  and  misrepre¬ 
senting  usual  prices  as  reduced;  and 
failing  in  other  respects  to  conform  to 
the  labeling,  invoicing,  and  advertising 
requirements  of  the  act. 

Following  approval  of  an  agreement 
between  the  parties  containing  consent 
order,  the  hearing  examiner  made  his 
initial  decision  and  order  to  cease  and 
desist  which  became  on  September  13 
the  decision  of  the  Commission. 

The  order  to  cease  and  desist  is  as 
follows: 

It  is  ordered.  That  the  respondent 
Harry  H.  Tolchinsky,  an  individual 
trading  as  Tolchinsky’s  Pur  Shop,  or 
trading  under  any  other  name  or  names, 
and  respondent’s  representatives,  agents, 
and  employees,  directly  or  through  any 
corporate  or  other  device,  in  connection 
with  the  introduction  into  commerce,  or 
the  sale,  advertising,  or  offering  for  sale 
in  commerce,  or  the  transportation  or 
distribution  in  commerce,  or  fur  prod¬ 
ucts,  or  in  connection  with  the  offering 
for  sale,  sale,  advertising,  transportation, 
or  distribution  of  any  fur  product  which 
is  made  in  whole  or  in  part  of  fur  which 
has  been  shipped  and  received  in  com¬ 
merce,  as  “commerce”,  “fur”  and  “fur 
products”  are  defined  in  the  Pur  Prod¬ 
ucts  Labeling  Act,  do  forthwith  cease 
and  desist  from: 

1.  Misbranding  fur  products  by; 

(a)  Setting  forth  on  labels  attached 
thereto  fictitious  prices  or  any  misrepre¬ 
sentations  as  to  the  value  of  such  fur 
products,  either  directly  or  by  implica¬ 
tion; 

(b)  Falsely  or  deceptively  labeling  or 
otherwise  identifying  any  such  product 
as  to  the  name  of  the  animal  or  animals 
that  produced  the  fur  from  which  such 
product  was  manufactured; 

(c)  Failing  to  affix  labels  to  fur  prod¬ 
ucts  showing: 

(1)  The  name  or  names  of  the  ani¬ 
mal  or  animals  producing  the  fur  or 
furs  contained  in  the  fur  product  as  set 
forth  in  the  Fur  Products  Name  Guide 
and  as  prescribed  under  the  rules  and 
regulations; 

(2)  That  the  fur  product  contains  or 
Is  composed  of  used  fur,  when  such  is 
the  fact; 

(3)  That  the  fur  product  contains  or 
is  composed  of  bleached,  dyed,  or  artifi¬ 
cially  colored  fur,  when  such  is  the  fact; 

(4)  That  the  fur  product  is  composed 
in  whole  or  in  substantial  part  of  paws, 
tails,  bellies,  or  waste  fur,  when  such  is 
the  fact; 

(5)  The  name,  or  other  identification 
issued  and  registered  by  the  Commission, 
of  one  or  more  persons  who  manufac¬ 
tured  such  fur  product  for  introduction 
Into  commerce,  introduced  it  into  com¬ 
merce,  sold  it  in  commerce,  advertised  or 
offered  it  for  sale  in  commerce,  or  trans¬ 
ported  or  distributed  it  in  commerce; 

(6)  The  name  of  the  country  of  origin 
of  any  imported  furs  used  in  the  fur 
product; 


(d)  Setting  forth  on  labels  attached 
to  fur  products: 

(1)  Information  required  under  sec¬ 
tion  4  (2)  of  the  Fur  Products  Labeling 
Act  and  the  rules  and  regulations  there-, 
under  in  abbreviated  form; 

(2)  Information  required  under  sec¬ 
tion  4  (2)  of  the  Pur  Products  Labeling 
Act  and  the  rules  and  regulations  there¬ 
under  which  is  intermingled  with  non- 
required  information; 

(3)  Information  required  under  sec¬ 
tion  4  (2)  of  the  Pur  Products  Labeling 
Act  and  the  rules  and  regulations  there¬ 
under  which  is  in  handwriting; 

(e)  Failing  to  affix  labels  to  fur  prod¬ 
ucts  showing  item  numbers  required 
under  Rule  40  of  the  rules  and  regula¬ 
tions  (§  301.40); 

(f)  Failing  to  use  the  terms  “second¬ 
hand”  and  “used”  fur  when  applicable 
as  required  by  Rules  21  and  23  of  the 
aforesaid  rules  and  regulations 
(§§  301.21  and  301.23); 

2.  Falsely  or  deceptively  invoicing  fur 
products  by: 

(a)  Failing  to  show: 

(1)  The  name  or  names  (as  set  forth 
In  the  Pur  Products  Name  Guide)  of  the 
animal  or  animals  that  produced  the  fur 
and  such  qualifying  statements  as  may 
be  required  pursuant  to  section  7  (c)  of 
the  F\ir  Products  Labeling  Act; 

(2)  'That  the  fur  product  contains  or 
is  composed  of  used  fur,  when  such  is 
the  fact; 

(3)  ’That  the  fur  product  contains  or 
Is  composed  of  bleached,  dyed  or  other¬ 
wise  artificially  colored  fur,  when  such  is 
the  fact; 

(4)  That  the  fur  product  Is  composed 
In  whole  or  in  substantial  part  of  paws. 
Is  composed  of  used  fur,  when  such  is 
the  fact; 

,  (5)  The  name  and  address  of  the  per¬ 
son  issuing  such  invoice; 

(6)  The  name  of  the  country  of  origin 
of  any  imported  furs  contained  in  the  fur 
product; 

(b)  Setting  forth  information  required 
under  section  5  (b)  (1)  of  the  Pur  Prod¬ 
ucts  Labeling  Act  and  the  rules  and  regu¬ 
lations  thereunder  in  abbreviated  form; 

3.  Falsely  or  deceptively  advertising 
fur  products  through  the  use  of  any  ad¬ 
vertisement,  representation,  public  an¬ 
nouncement,  or  notice  which  is  intended 
to  aid,  promote,  or  assist,  directly  or 
indirectly,  in  the  sale  or  offering  for  sale 
of  fur  products,  and  which : 

(a)  Pails  to  disclose: 

(1)  The  name  or  names  of  the  animal 
or  animals  which  produced  the  fur  or 
furs  contained  in  the  fur  products  as  set 
forth  in  the  Pur  Products  Name  Guide; 

(2)  That  the  fur  products  contain  or 
are  composed  of  bleached,  dyed,  or  other¬ 
wise  artificially  colored  fur,  when  such  is 
the  fact; 

(b)  Uses  the  name  or  names  of  an  anl- 
pial  or  animals  other  than  the  name  or 
names  specified  in  the  Fur  Products 
Name  Guide  or  prescribed  by  the  rules 
and  regulations; 

(c)  Fails  to  use  the  term  “secondhand” 
and  “used”  fur  where  applicable,  as  re¬ 
quired  by  Rules  21  and  23  of  the  said 
rules  and  regulations  (§§  301.21  and 
301.23)  ; 

(d)  Represents  directly  or  by  Implica¬ 
tion: 
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•  (1)  That  the  regular  or  usual  price  of 
any  fur  product  is  any  amount  which 
is  in  excess  of  the  price  at  which  the  re¬ 
spondent  has  usually  and  customarily 
sold  such  product  in  the  recent  regular 
course  of  his  business; 

*  4.  Making  use  of  comparative  prices 
or  percentage  savings  claims  in  advertis¬ 
ing  unless  such  compared  prices  or  claims 
are  based  upon  the  current  market 
value  of  the  fur  product  or  upon  a  bona 
fide  compared  price  at  a  designated  time ; 

5.  Making  price  claims  or  representa¬ 
tions  of  the  type  referred  to  in  para¬ 
graphs  3  (d)  (1)  and  '4  above  unless 
there  is  maintained  by  respondent  full 
and  adequate  records  disclosing  the  facts 
on  which  such  claims  and  representa¬ 
tions  are  based. 

By  “Decision  of  the  Commission”,  etc., 
report  of  compliance  was  required  as 
follows: 

It  is  ordered.  That  respondent  Harry 
H.  Tolchinsky,  an  individual  trading  as 
Tolchinsky’s  Pur  Shop,  shall,  within  sixty 
(60)  days  after  service  upon  him  of  this 
order,  file  with  the  Commission  a  report 
In  writing  setting  forth  in  detail  the 
manner  and  form  in  which  he  has  com¬ 
plied  with  the  order  to  cease  and  desist. 

Issued:  September  13, 1957. 

By  the  Commission. 

[seal]  Robert  M.  Parrish, 

Secretary. 

IP.  R.  Doc.  57-8236;  Filed,  Oct.  7,  1957; 
8:53  a.  m.] 

TITLE  26— INTERNAL  REVENUE 
1954 

Chapter  I — Internal  Revenue  Service, 
Department  of  the  Treasury 

Subchapter  A — Income  Tax 
[T.D.  6256] 

Part  1 — Income  Tax;  Taxable  Years 
Beginning  After  December  31,  1953 

ITEMIZED  DEDUCTIONS  FOR  INDIVIDUALS  AND 

corporations  ;  taxes 

On  January  19,  1957,  notice  of  pro¬ 
posed  rule  making  with  respect  to  reg¬ 
ulations  for  taxable  years  beginning 
after  December  31,  1953  and  ending 
after  August  16,  1954,  under  section  164 
(relating  to  taxes),  of  the  Internal  Rev¬ 
enue  Code  of  1954,  was  published  in  the 
Federal  Register  (22  F.  R.  401).  After 
consideration  of  all  such  relevant  matter 
as  was  presented  by  interested  persons 
regarding  the  rules  proposed,  the  regula¬ 
tions  as  so  published  are  hereby  adopted, 
subject  to  changes  as  set  forth  below; 

Paragraph  1.  Section  1.164-4  is 
amended  by  inserting  at  the  end  of  par¬ 
agraph  (a)  the  following  sentence:  “For 
treatment  of  assessments  for  local  ben¬ 
efits  as  adjustments  to  the  basis  of  prop¬ 
erty  see  section  1016  (a)  (1)  and  the  reg¬ 
ulations  thereunder.” 

Par.  2.  Section  1.164-6  is  revised. 


As  changed,  the  regulations  are 
adopted  as  set  forth  below. 

[seal]  Russell  C.  Harrington, 

Commissioner  of  Internal  Revenue. 

Approved:  October  3,  1957. 

Fred  C.  Scribner,  Jr. 

Acting  Secretary  of  the  Treasury. 

The  following  regulations  relating  to 
taxes  are  hereby  prescribed  under  sec¬ 
tion  164  of  the  Internal  Revenue  Code 
of  1954  and,  except  as  specifically  pro¬ 
vided  otherwise  in  section  164  (d)  (2) 
(B),  are  effective  for  taxable  years  be¬ 
ginning  after  December  31,  1953,  and 
ending  after  August  16, 1954: 

Sec. 

1.164  statutory  provisions;  itemized  de¬ 
ductions  for  individuals  and  cor¬ 
porations;  taxes. 

1.164- 1  Deduction  for  taxes. 

1.164- 2  Deduction  denied  in  case  of  certain 

taxes. 

1.164- 3  Federal  duties  and  excise  taxes. 

1.164- 4  Taxes  for  local  benefits. 

1.164- 5  Certain  retail  sales  taxes  and  gas¬ 

oline  taxes. 

1.164- 6  Apportionment  of  taxes  on  real 

property  between  seller  and  pur¬ 
chaser. 

1.164- 7  Taxes  of  shareholder  paid  by  cor¬ 

poration. 

Attthoritt:  S§  1.164  to  1.164-7  issued  un¬ 
der  sec.  7805,  68A  Stat.  917;  26  U.  S.  C.  7805. 

§  1.164  Statutory  provisions;  itemized 
deductions  for  individuals  and  corpora¬ 
tions;  taxes. 

Sec.  164.  Taxes — (a)  General  rule.  Except 
as  otherwise  provided  in  this  section,  there 
shall  be  allowed  as  a  deduction  taxes  paid  or 
accrued  within  the  taxable  year. 

(b)  Deduction  denied  in  case  of  certain 
taxes.  No  deduction  shall  be  allowed  for  the 
following  taxes: 

(1)  Federal  income  taxes,  including — 

(A)  The  tax  imposed  by  section  3101  (re¬ 
lating  to  the  tax  on  employees  under  the 
Federal  Insurance  Contributions  Act) ; 

(B)  The  taxes  Imposed  by  sections  3201 
and  3211  (relating  to  the  taxes  on  railroad 
employees  and  railroad  employee  representa¬ 
tives);  and 

(C)  The  tax  withheld  at  source  on  wages 
under  section  3402,  and  corresponding  pro¬ 
visions  of  prior  revenue  laws. 

(2)  Federal  war  profits  and  excess  profits 
taxes. 

(3)  Federal  import  duties,  and  Federal  ex¬ 
cise  and  stamp  taxes  (not  described  in  para¬ 
graph  (1),  (2),  (4),  or  (5));  but  this  para¬ 
graph  shall  not  prevent  such  duties  and  taxes 
from  being  deducted  under  section  162  (re¬ 
lating  to  trade  or  business  expenses)  or  sec¬ 
tion  212  (relating  to  expenses  for  the  produc¬ 
tion  of  income). 

(4)  Estate,  Inheritance,  legacy,  succession, 
and  gift  taxes. 

(5)  Taxes  assessed  against  local  benefits  of 
a  kind  tending  to  increase  the  value  of  the 
property  assessed;  but  this  paragraph  shall 
not  prevent — 

(A)  The  deduction  of  so  much  of  such 
taxes  as  is  properly  allocable  to  maintenance 
or  interest  charges;  or 

(B)  The  deduction  of  taxes  levied  by  a 
special  taxing  district  if — 

(i)  The  district  covers  the  whole  of  at  least 
one  county; 

(ii)  At  lease  1,000  persons  are  subject  to 
the  taxes  levied  by  the  district;  and 

(ill)  The  district  levies  its  assessments  an¬ 
nually  at  a  uniform  rate  on  the  same  assessed 
value  of  real  property,  including  improve¬ 
ments,  as  is  used  for  pvirposes  of  the  real 
property  tax  generally. 


(6)  Income,  war  profits,  and  excess  profits 
taxes  Imposed  by  the  authority  of  any  for¬ 
eign  country  or  possession  of  the  United 
States,  if  the  taxpayer  chooses  to  take  to 
any  extent  the  benefits  of  section  901  (re¬ 
lating  to  the  foreign  tax  credit). 

(7)  Taxes  on  real  property,  to  the  extent 
that  subsection  (d)  requires  such  taxes  to 
be  treated  as  imposed  on  another  taxpayer. 

(c)  Certain  retail  sales  taxes  and  gasoline 
taxes — (1)  General  rule.  In  the  case  of  any 
State  or  local  sales  tax,  if  the  amount  of  the 
tax  is  separately  stated,  then,  to  the  extent 
that  the  amount  so  stated  is  paid  by  the  con¬ 
sumer  (otherwise  than  in  connection  with 
the  consumer’s  trade  or  business)  to  his 
seller,  such  amount  shall  be  allowed  as  a 
deduction  to  the  consumer  as  if  it  consti¬ 
tuted  a  tax  imposed  on,  and  paid  by,  such 
consumer. 

(2)  Definition.  For  purposes  of  paragraph 
( 1 ) ,  the  term  “State  or  local  sales  tax’*  means 
a  tax  imposed  by  a  State,  a  Territory,  a  pos¬ 
session  of  the  United  States,  or  a  political 
subdivision  of  any  of  the  foregoing,  or  by 
the  District  of  Columbia,  which  tax — 

(A)  Is  imposed  on  persons  engaged  In 
selling  tangible  personal  property  at  retail 
(or  on  persons  selling  gasoline  or  other  motor 
vehicle  fuels  at  wholesale  or  retail)  and 
is  a  stated  sum  per  unit  of  property  sold  or 
is  measured  either  by  the  gross  sales  price 
or  by  the  gross  receipts  from  the  sale;  or 

(B)  Is  imposed  on  persons  engaged  In 
furnishing  services  at  retail  and  is  measured 
by  the  gross  receipts  for  furnishing  such 
services. 

(d)  Apportionment  of  taxes  on  real  prop¬ 
erty  between  seller  and  purchaser — (1)  Gen¬ 
eral  rule.  For  purposes  of  subsection  (a), 
if  real  property  is  sold  during  any  real  prop¬ 
erty  tax  year,  then — 

(A)  So  much  of  the  real  property  tax  as  is 
properly  allocable  to  that  part  of  such  year 
which  ends  on  the  day  before  the  date  of 
the  sale  shall  be  treated  as  a  tax  imposed 
on  the  seller,  and 

(B)  So  much  of  such  tax  as  is  properly 
allocable  to  that  part  of  such  year  which 
begins  on  the  date  of  the  sale  shall  be  treated 
as  a  tax  imposed  on  the  purchaser. 

(2)  Special  rules.  (A)  In  the  case  of  any 
sale  of  real  property,  if — 

(i)  A  taxpayer  may  not,  by  reason  of  his 
method  of  accounting,  deduct  any  amount 
for  taxes  unless  paid,  and 

(li)  ’The  other  party  to  the  sale  is  (under 
the  law  Imposing  the  real  property  tax) 
liable  for  the  real  property  tax  for  the  real 
property  tax  year, 

then  for  purposes  of  subsection  (a)  the  tax¬ 
payer  shall  be  treated  as  having  paid,  on  the 
date  of  the  sale,  so  much  of  such  tax  as, 
under  paragraph  (1)  of  this  subsection,  is 
treated  as  imposed  on  the  taxpayer.  For 
purposes  of  the  preceding  sentence,  if  neither 
party  is  liable  for  the  tax.  then  the  party 
holding  the  property  at  the  time  the  tax 
becomes  a  lien  on  the  property  shall  be 
considered  liable  for  the  real  property  tax 
for  the  real  property  tax  year. 

(B)  Paragraph  (1)  shall  apply  to  taxable 
years  ending  after  December  31,  1953,  but 
only  in  the  case  of  sales  after  December  31, 
1953. 

(C)  Paragraph  (1)  shall  not  apply  to  any 
real  property  tax,  to  the  extent  that  such 
tax  was  allowable  as  a  deduction  under  the 
Internal  Revenue  Code  of  1939  to  the  seller 
for  a  taxable  year  which  ended  before  Janu¬ 
ary  1, 1954. 

(D)  In  the  case  of  any  sale  of  real  prop¬ 
erty,  if  the  taxpayer’s  taxable  Income  for 
the  taxable  year  during  which  the  sale  oc¬ 
curs  is  computed  under  an  accrual  method 
of  accounting,  and  if  no  election  under  sec¬ 
tion  461  (c)  (relating  to  the  accrual  of  real 
property  taxes)  applies,  then,  for  purposes  of 
subsection  (a),  that  portion  of  such  tax 
which — 
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(I)  Is  treated,  under  paragraph  (1)  of  thU 
subsection,  as  Imposed  on  the  taxpayer,  and 

(II)  May  not.  by  reason  of  the  taxpayer’s 
method  of  accounting,  be  deducted  by  the 
taxpayer  for  any  taxable  year. 

shall  be  treated  as  having  accrued  on  the  date 
of  the  sale. 

(e)  Taxes  of  shareholder  paid  by  corpora^ 
tion.  Where  a  corporation  pays  a  tax  Im¬ 
posed  on  a  shareholder  on  his  Interest  as  a 
shareholder,  and  where  the  shareholder  does 
not  reimburse  the  corporation,  then — 

(1)  The  deduction  allowed  by  subsection 
(a)  shall  be  allowed  to  the  corporation;  and 

(2)  No  deduction  shall  be  allowed  the 
shareholder  for  such  tax. 

(f)  Cross  reference.  For  provisions  dis¬ 
allowing  any  deduction  for  the  payment  of 
the  tax  Imposed  by  subchapter  B  of  chap¬ 
ter  3  (relating  to  tax-free  covenant  bonds) 
see  section  1451  (f). 

§  1.164-1  Deduction  for  taxes.  Ex¬ 
cept  as  otherwise  provided  in  this  section 
and  in  §§  1.164-2  to  1.164-7,  inclusive, 
taxes  imposed  by  the  United  States,  any 
State.  Territory,  possession  of  the  United 
States,  or  a  political  subdivision  of  any 
of  the  foregoing,  or  by  any  foreign  coun¬ 
try,  are  deductible  from  gross  income  for 
the  taxable  year  in  v/hich  paid  or  ac¬ 
crued,  according  to  the  method  of  ac¬ 
counting  used  in  computing  taxable  in¬ 
come.  See  section  461  for  the  general 
rule  for  taxable  year  of  deduction. 
Amounts  paid  to  States  or  Territories 
under  secured-debts  laws  in  order  to 
render  securities  tax-exempt  are  deduct¬ 
ible.  Automobile  license  fees  are  ordi¬ 
narily  taxes.  Postage  is  not  a  tax.  In 
general,  taxes  are  deductible  only  by  the 
person  upon  whom  they  are  imposed. 
See  section  164  (d)  and  §  1.164-6  for  ap¬ 
portionment  of  taxes  on  real  property 
between  seller  and  purchaser.  For  pro¬ 
visions  disallowing  any  deduction  for  the 
tax  paid  at  the  source  on  interest  from 
tax-free  covenant  bonds,  see  section 
1451  (f). 

§  1.164-2  Deduction  denied  in  case  of 
certain  taxes.  This  section  and  §§  1.164- 
3  and  1.164-4  describe  certain  taxes  for 
which  no  deduction  is  allowed  or  with 
respect  to  which  the  allowance  of  the 
deduction  is  subject  to  certain  condi¬ 
tions.  No  deduction* is  allowed  for: 

(a)  Federal  income  taxes,  including 
the  taxes  imposed  by  section  3101,  relat¬ 
ing  to  the  tax  on  employees  under  the 
Federal  Insurance  Contributions  Act; 
sections  3201  and'  3211,  relating  to  the 
taxes  on  railroad  employees  and  railroad 
employee  representatives;  section  3402, 
relating  to  the  tax  withheld  at  source 
on  wages;  and  by  corresponding  provi¬ 
sions  of  prior  internal  revenue  laws. 

(b)  Federal  war  profits  and  excess 
profits  taxes  including  those  imposed  by 
Title  II  of  the  Revenue  Act  of  1917,  Title 
III  of  the  Revenue  Act  of  1918,  Title  III 
of  the  Revenue  Act  of  1921,  section  216 
of  the  National.  Industrial  Recovery  Act, 
section  702  of  the  Revenue  Act  of  1934, 
subchapter  D  of  chapter  1  of  the  Internal 
Revenue  Code  of  1939,  and  subchapter  E 
of  chapter  2  of  the  Internal  Revenue 
Code  of  1939. 

(c)  Estate,  inheritance,  legacy,  succes¬ 
sion,  and  gift  taxes. 

(d)  Income,  war  profits,  and  excess 
profits  taxes  imposed  by  the  authority  of 
any  foreign  country  or  possession  of  the 
United  States,  if  the  taxpayer  chooses 


to  take  to  any  extent  the  benefits  of  sec¬ 
tion  901,  relating  to  the  credit  for  taxes 
of  foreign  countries  and  of  possessions  of 
the  United  States. 

(e)  Taxes  on  real  property,  to  the  ex¬ 
tent  that  section  164  (d)  and  §  1.164-6 
require  such  taxes  to  be  treated  as  im¬ 
posed  on  another  taxpayer. 

§  1.164-3  Federal  duties  and  excise 
taxes.  No  deduction  is  allowed  under 
section  164  for  Federal  import  or  tariff 
duties,  business,  license,  privilege,  excise, 
and  stamp  taxes  (not  described  in  para¬ 
graphs  (a),  (b),  or  (c)  of  §  1.164-2,  or 
§1.164-4),  paid  or  accrued  within  the 
taxable  year.  The  fact  that  any  such 
tax  is  not  deductible  as  a  tax  under  sec¬ 
tion  164  does  not  prevent  (a)  its  deduc¬ 
tion  under  section  162  or  section  212, 
provided  it  represents  an  ordinary  and 
necessary  expense  paid  or  incurred  dur¬ 
ing  the  taxable  year  by  a  corporation  or 
an  individual  in  the  conduct  of  any  trade 
or  business  or,  in  the  case  of  an  individ¬ 
ual,  for  the  production  or  collection  of 
income,  for  the  management,  conserva¬ 
tion,  or  maintenance  of  property  held  for 
the  production  of  income,  or  in  connec¬ 
tion  with  the  determination,  collection, 
or  refund  of  any  tax,  or  (b)  its  being 
taken  into  account  during  the  taxable 
year  by  a  corporation  or  an  individual 
as  a  part  of  the  cost  of  acquiring  or  pro¬ 
ducing  property  in  the  trade  or  business 
or,  in  the  case  of  an  individual,  as  a  part 
of  the  cost  of  property  held  for  the  pro¬ 
duction  of  income  with  respect  to  which 
it  relates. 

1 1.164-4  Taxes  for  local  "benefits. 

(a)  Except  as  provided  in  paragraph 

(b)  of  this  section,  so-called  taxes,  more 
properly  assessments,  paid  for  local 
benefits,  such  as  street,  sidewalk,  and 
other  like  improvements,  imposed  be¬ 
cause  of  and  measured  by  some  benefit 
inuring  directly  to  the  property  against 
which  the  assessment  is  levied  do  not 
constitute  an  allowable  deduction  from 
gross  income.  A  tax  is  considered  as¬ 
sessed  against  local  benefits  when  the 
property  subject  to  the  tax  is  limited  to 
property  benefited.  Special  assessments 
are  not  deductible,  even  though  an  in¬ 
cidental  benefit  may  inure  to  the  public 
welfare.  The  real  property  taxes  de¬ 
ductible  are  those  levied  for  the  general 
public  welfare  by  the  proper  taxing  au¬ 
thorities  at  a  like  rate  against  all  prop¬ 
erty  in  the  territory  over  which  such 
authorities  have  jurisdiction.  Assess¬ 
ments  under  the  statutes  of  California 
relating  to  irrigation,  and  of  Iowa  relat¬ 
ing  to  drainage,  and  under  certain  stat¬ 
utes  of  Tennessee  relating  to  levees,  are 
limited  to  property  benefited,  and  if  the 
assessments  are  so  limited,  the  amounts 
paid  thereunder  are  not  deductible  as 
taxes.  For  treatment  of  assessments  for 
local  benefits  as  adjustments  to  the  basis 
of  property  see  section  1016  (a)  (1)  and 
the  regulations  thereunder. 

(b)  (1)  Insofar  as  assessments  against 
local  benefits  are  made  for  the  purpose 
of  maintenance  or  repair  or  for  the  pur¬ 
pose  of  meeting  interest  charges  with 
respect  to  such  benefits,  they  are  deduc¬ 
tible.  In  such  cases  the  burden  is  on  the 
taxpayer  to  show  the  allocation  of  the 
amounts  assessed  to  the  different  pur¬ 


poses.  If  the  allocation  cannot  be  made, 
none  of  the  amount  so  paid  is  deductible! 

(2)  Taxes  levied  by  a  special  taxing 
district  are  deductible  if  the  district 
covers  the  whole  of  at  least  one  county, 
if  at  least  1,000  persons  are  subject  to 
the  taxes  levied  by  the  district,  and  if  the  ’ 
district  levies  its  assessments  annually 
at  a  uniform  rate  on  the  same  assessed 
value  of  real  property,  including  im- 
provements,  as  is  used  for  purposes  of 
the  real  property  tax  generally. 

§  1.164-5  Certain  retail  sales  taxes 
and  gasoline  taxes,  (a)  Any  amount 
representing  a  State  or  local  sales  tax 
paid  by  a  consumer  of  services  or  tangible 
personal  property  is  deductible  by  such 
consumer  as  a  tax,  provided  it  is  sepa¬ 
rately  stated  and  not  paid  in  connection 
with  his  trade  or  business.  The  fact  that, 
under  the  law  imposing  it,  the  incidence 
of  the  State  or  local  sales  tax  does  not 
fall  on  the  consumer  is  immaterial.  The 
requirement  of  section  164  (c)  (1)  that 
the  amount  of  the  tax  must  be  sepa¬ 
rately  stated  will  be  deemed  complied 
with  where  it  clearly  appears  that  at 
the  time  of  sale  to  the  consumer,  the  tax 
was  added  to  the  sales  price  and  collected 
or  charged  as  a  separate  item.  It  is  not 
necessary,  for  the  purpose  of  this  section, 
that  the  consumer  be  furnished  with  a 
sales  slip,  bill,  invoice,  or  other  statement 
on  which  the  tax  is  separately  stated. 
Where  the  law  imposing  the  State  or 
local  sales  tax  for  which  the  taxpayer 
seeks  a  deduction  contains  a  prohibition 
against  the  seller  absorbing  the  tax,  or 
a  provision  requiring  a  posted  notice 
stating  that  the  tax  will  be  added  to  the 
quoted  price,  or  a  requirement  that  the 
tax  be  separately  shown  in  advertise¬ 
ments  or  separately  stated  on  all  bills 
and  invoices,  it  is  presumed  that  the 
amount  of  the  State  or  local  sales  tax 
was  separately  stated  at  the  time  paid 
by  the  consumer;  except  that  such  pre¬ 
sumption  shall  have  no  application  to  a 
gasoline  tax  imposed  upon  a  wholesaler 
unless  such  provisions  of  law  apply  with 
respect  to  both  the  sale  at  wholesale  and 
the  sale  at  retail. 

(b)  As  used  in  this  section  the  term 
“State  or  local  sales  tax”  means  a  tax 
imposed  by  a  State,  a  Territory,  a  pos¬ 
session  of  the  United  States,  or  a  politi¬ 
cal  subdivision  of  any  of  the  foregoing, 
or  by  the  District  of  Columbia  upon  per¬ 
sons  engaged  in  selling  tangible  personal 
property  at  retail,  or  on  persons  selling 
gasoline  or  other  motor  vehicle  fuels  at 
wholesale  or  retail,  which  is  a  stated  sum 
per  unit  of  such  property  sold  or  which 
is  measured  by  the  gross  sales  price  or 
the  gross  receipts  from  the  sale.  The 
term  also  includes  a  tax  imposed  by  such 
authorities  upon  persons  engaged  in 
furnishing  services  at  retail,  which  is 
measured  by  the  gross  receipts  for  fur¬ 
nishing  such  services. 

(c)  In  general,  the  term  “consumer" 
means  the  ultimate  user  or  purchaser; 
it  does  not  include  a  purchaser,  such  as  a 
retailer,  who  acquires  the  property  for 
resale. 

§  1.164-6  Apportionment  of  taxes  on 
real  property  between  seller  and  pur¬ 
chaser — (a)  Scope.  When  real  property 
is  sold,  section  164  (d)  (1)  governs  the 
deduction  by  the  seller  and  the  pur- 
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chaser  of  current  real  property  taxes. 
Section  164  (d)  (1)  performs  two  func¬ 
tions:  (1)  It  provides  a  method  by  which 
a  portion  of  the  taxes  for  the  real  prop¬ 
erty  tax  year  in  which  the  property  is 
sold  may  be  deducted  by  the  seller  and  a 
portion  by  the  purchaser;  and  (2)  it 
limits  the  deduction  of  the  seller  and  the 
purchaser  to  the  portion  of  the  taxes 
corresponding  to  the  part  of  the  real 
property  tax  year  during  which  each  was 
the  owner  of  the  property.  These  func¬ 
tions  are  accomplished  by  treating  a  por¬ 
tion  of  the  taxes  for  the  real  property  tax 
year  in  which  the  property  is  sold  as  im¬ 
posed  on  the  seller  and  a  portion  as  im¬ 
posed  on  the  purchaser.  To  the  extent 
that  the  taxes  are  treated  as  imposed  on 
the  seller  and  the  purchaser,  each  shall 
be  allowed  a  deduction,  under  section  164 

(a),  in  the  taxable  year  such  tax  is 
paid  or  accrued,  or  treated  as  paid  or 
accrued  under  section  164  (d)  (2)  (A) 
or  (D)  and  this  section.  No  deduction 
Is  allowed  for  taxes  on  real  property  to 
the  extent  that  they  are  imposed  on 
another  taxpayer,  or  are  treated  as  im¬ 
posed  on  another  taxpayer  under  section 
164  (d) .  For  the  election  to  accrue  real 
property  taxes  ratably  see  section  461  (c) 
and  the  regulations  thereunder. 

(b)  Application  of  rule  of  apportion^ 
merit.  (1)  (i)  For  purposes  of  the  de¬ 
duction  provided  by  section  164  (a),  if 
real  property  is  sold  during  any  real 
property  tax  year,  the  portion  of  the  real 
property  tax  properly  allocable  to  that 
part  of  the  real  property  tax  year  which 
ends  on  the  day  before  the  date  of  the 
sale  shall  be  treated  as  a  tax  imposed  on 
the  seller,  and  the  portion  of  such  tax 
properly  allocable  to  that  part  of  such 
real  property  tax  year  which  begins  on 
the  date  of  the  sale  shall  be  treated  as  a 
tax  imposed  on  the  purchaser.  For 
definition  of  “real  property  tax  year”  see 
paragraph  (c)  of  this  section.  This  rule 
shall  apply  whether  or  not  the  seller  and 
the  purchaser  apportion  such  tax.  The 
rule  of  apportionment  contained  in  sec¬ 
tion  164  (d)  (1)  applies  even  though  the 
same  real  property  is  sold  more  than 
once  during  the  real  property  tax  year. 
(See  paragraph  (d)  (5)  of  this  section 
for  rule  requiring  inclusion  in  gross  in¬ 
come  of  excess  deductions.) 

(ii)  Where  the  real  property  tax  be¬ 
comes  a  personal  liability  or  a  lien  be¬ 
fore  the  beginning  of  the  real  property 
tax  year  to  which  it  relates  and  the 
real  property  is  sold  subsequent  to  the 
time  the  tax  becomes  a  personal  liability 
or  a  lien  but  prior  to  the  beginning  of 
the  related  real  property  tax  year — 

(a)  The  seller  may  not  deduct  any 
amount  for  real  property  taxes  for  the 
related  real  property  tax  year,  and 

(b)  To  the  extent  that  he  holds  the 
property  for  such  real  property  tax  year, 
the  purchaser  may  deduct  the  amount 
of  such  taxes  for  the  taxable  year  they 
are  paid  (or  amounts  representing  such 
taxes  are  paid  to  the  seller,  mortgagee, 
trustee  or  other  person  having  an  inter¬ 
est  in  the  property  as  security)  or  ac¬ 
crued  by  him  according  to  his  method 
of  accounting. 

(iii)  Similarly,  where  the^real  prop¬ 
erty  tax  becomes  a  personal  liability  or 
a  lien  after  the  end  of  the  real  property 


tax  year  to  which  it  relates  and  the  real 
property  is  sold  prior  to  the  time  the 
tax  becomes  a  personal  liability  or  a  lien 
but  after  the  end  of  the  related  real 
property  tax  year — 

(a)  The  purchaser  may  not  deduct 
any  amount  for  real  property  taxes  for 
the  related  real  property  tax  year,  and 

(b)  To  the  extent  that  he  holds  the 
property  for  such  real  property  tax  year, 
the  seller  may  deduct  the  amount  of 
such  taxes  for  the  taxable  year  they  are 
paid  (or  amounts  representing  such 
taxes  are  paid  to  the  purchaser,  mort¬ 
gagee,  trustee,  or  other  person  having 
an  interest  in  the  property  as  security) 
or  accrued  by  him  according  to  his 
method  of  accounting. 

(iv)  Where  the  real  property  is  sold 
(or  purchased)  during  the  related  real 
property  tax  year  the  real  property  taxes 
for  such  year  are  apportioned  between 
the  parties  to  such  sale  and  may  be  de¬ 
ducted  by  such  parties  in  accordance 
with  the  provisions  of  paragraph  (d)  of 
this  section. 

(2)  Section  164  (d)  does  not  apply  to 
delinquent  real  property  taxes  for  any 
real  property  tax  year  prior  to  the  real 
property  tax  year  in  which  the  property 
is  sold. 

(3)  The  provisions  of  this  paragraph 
may  be  illustrated  by  the  following 
examples: 

Example  (1).  The  real  property  tax  year 
in  County  R  is  April  1  to  March  31.  A,  the 
owner  on  April  1,  1954,  of  real  property  lo¬ 
cated  in  County  R  sells  the  real  property 
to  B  on  June  30.  1954.  B  owns  the  real 
property  from  June  30,  1954,  through  March 
31,  1955.  The  real  property  tax  for  the  real 
property  tax  year  April  1,  1954-March  31, 
1955  is  $365.  For  purposes  of  section  164  (a), 
$90  (90/365  X  $365,  April  1,  1954-June  29, 

1954)  of  the  real  property  tax  is  treated  as 
imposed  on  A,  the  seller,  and  $275  (275/365  x 
$365,  June  30,  1954-March  31,  1955)  of  such 
real  property  tax  is  treated  as  Imposed  on  B, 
the  purchaser. 

Example  (2).  In  County  S  the  real  prop¬ 
erty  tax  year  is  the  calendar  year.  The  real 
property  tax  becomes  a  lien  on  June  1  and  is 
payable  on  July  1  of  the  current  real  property 
tax  year,  but  there  is  no  personal  liability  for 
such  tax.  On  April  30,  1955,  C,  the  owner 
of  real  property  in  County  S  on  January  1, 
1955,  sells  the  real  property  to  D.  On  July 
1,  1955,  D  pays  the  1955  real  property  tax. 
On  August  31,  1955,  D  sells  the  same  real 
property  to  E,  C,  D,  and  E  use  the  cash 
receipts  and  disbursements  method  of  ac¬ 
counting.  Under  the  provisions  of  section 
164  (d)  (1),  119/365  (January  1-April  29, 

1955)  of  the  real  property  tax  payable  on 
July  1,  1955,  for  the  1955  real  property  tax 
year  is  treated  as  Imposed  on  C,  and.  under 
the  provisions  of  section  164  (d)  (2)  (A), 
such  portion  is  treated  as  having  been  paid 
by  him  on  the  date  of  sale.  Under  the  pro¬ 
visions  of  section  164  (d)  (1),  123/365  (April 

30-  August  30,  1955)  of  the  real  property 
tax  paid  July  1,  1955,  for  the  1955  real  prop¬ 
erty  tax  year  is  treated  as  imposed  on  D  and 
may  be  deducted  by  him.  Under  the  provi¬ 
sions  of  section  164  (d)  (1).  123/365  (August 

31- December  31,  1955)  of  the  real  property 
tax  due  and  paid  on  July  1,  1955,  for  the  1955 
real  property  tax  year  is  treated  as  imposed 
on  E  and,  under  the  provisions  of  section 
164  (d)  (2)  (A)  such  portion  is  treated  as 
having  been  paid  by  him  on  the  date  of 
sale. 

Example  (3).  In  State  X  the  real  property 
tax  year  is  the  calendar  yesor.  The  real 
property  tax  becomes  a  lien  on  November  1 
of  the  preceding  calendar  year.  On  Novem¬ 


ber  15,  1955,  P  sells  real  property  in  State  X 
to  G.  G  owns  the  real  property  through  De¬ 
cember  31,  1956.  Under  section  164  (d)  (1), 
the  real  property  tax  (which  became  a  lien 
on  November  1,  1954)  for  the  1955  real  prop¬ 
erty  tax  year  is  apportioned  between  P  and 
G.  No  part  of  the  real  property  tax  for  the 
1956  real  property  tax  year  may  be  deducted 
by  P.  The  entire  real  property  tax  for  the 
1956  real  property  tax  year  may  be  deducted 
by  G  when  paid  or  accrued,  depending  upon 
the  method  of  accounting  used  by  him.  See 
subparagraph  (6)  of  paragraph  (d)  and  sec¬ 
tion  461  (c)  and  the  regulations  thereunder. 

(c)  Real  property  tax  year.  As  used 
in  section  164  (d),  the  term  “real  prop¬ 
erty  tax  year”  refers  to  the  period-which, 
under  the  law  imposing  the  tax,  is  re¬ 
garded  as  the  period  to  which  the  tax 
imposed  relates.  Where  the  State  and 
one  or  more  local  governmental  units 
each  imposes  a  tax  on  real  property,  the 
real  property  tax  year  for  each  tax  must 
be  determined  for  purposes  of  applying 
the  rule  of  apportionment  of  section  164 

(d)  (1)  to  each  tax.  The  time  when 
the  tax  rate  is  determined,  the  time  when 
the  assessment  is  made,  the  time  when 
the  tax  becomes  a  lien,  or  the  time 
when  the  tax  becomes  due  or  delinquent 
does  not  necessarily  determine  the  real 
property  tax  year.  The  real  property  tax 
year  may  or  may  not  correspond  to  the 
fiscal  year  of  the  governmental  unit  im¬ 
posing  the  tax.  In  each  case  the  State 
or  local  law  determines  what  constitutes 
the  real  property  tax  year.  Although  the 
seller  and  the  purchaser  may  or  may  not 
make  an  allocation  of  real  property  taxes, 
the  meaning  of  “real  property  tax  year” 
in  section  164  (d)  and  the  application  of 
section  164  (d)  do  not  depend  upon  what 
real  property  taxes  were  allocated  nor 
the  method  of  allocation  used  by  the 
parties. 

(d)  Special  rules — (1)  Seller  using 
cash  receipts  and  disbursements  method 
of  accounting.  Under  the  provisions  of 
section  164  (d),  if  the  seller  by  reason 
of  his  method  of  accounting  may  not 
deduct  any  amount  for  taxes  unless 
paid,  and — 

(1)  The  purchaser  (under  the  law  im¬ 
posing  the  real  property  tax)  is  liable 
for  the  real  property  tax  for  the  real 
property  tax  year,  or 

■  (ii)  The  seller  (under  the  law  im¬ 
posing  the  real  property  tax)  is  liable 
for  the  real  property  tax  for  the  real 
property  tax  year  and  the  tax  is  not 
payable  until  after  the  date  of  sale, 

then  the  portion  of  the  tax  treated  under 
section  164  (d)  (1)  as  imposed  upon  the 
seller  (whether  or  not  actually  paid  by 
him  in  the  taxable  year  in  which  the 
sale  occurs)  shall  be  considered  as  hav¬ 
ing  been  paid  by  him  in  such  taxable 
year.  Such  portion  may  be  deducted 
by  him  for  the  taxable  ^ear  in  which 
the  sale  occurs,  or,  if  at  a  later  time,  for 
the  taxable  year  (which  would  be  proper 
under  the  taxpayer’s  method  of  ac¬ 
counting)  in  which  the  tax  is  actually 
paid,  or  an  amount  representing  such 
tax  is  paid  to  the  purchaser,  mortgagee, 
trustee,  or  other  person  having  an  inter¬ 
est  in  the  property  as  security. 

(2)  Purchasers  using  the  cash  re¬ 
ceipts  and  disbursements  method  of  ac¬ 
counting.  Under  the  provisions  of  sec¬ 
tion  164  (d) ,  if  the  purchaser  by  reason 
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of  his  method  of  accounting  may  not 
deduct  any  amount  for  taxes  unless  paid 
and  the  seller  (under  the  law  imposing 
the  real  property  tax)  is  liable  for  the 
real  property  tax  for  the  real  property 
tax  year,  the  portion  of  the  tax  treated 
under  section  164  (d)  (1)  as  imposed 
upon  the  purchaser  (whether  or  not 
actually  paid  by  him  in  the  taxable  year 
in  which  the  sale  occurs)  shall  be  con¬ 
sidered  as  having  been  paid  by  him  in 
such  taxable  year.  Such  portion  may 
be  deducted  by  him  for  the  taxable  year 
in  which  the  sale  occurs,  or,  if  at  a  later 
time,  for  the  taxable  year  (which  would 
be  proper  under  the  taxpayer’s  method 
of  accounting)  in  which  the  tax  is 
actually  paid,  or  an  amount  represent¬ 
ing  such  tax  is  paid  to  the  seller,  mort¬ 
gagee,  trustee,  or  other  person  having 
an  interest  in  the  property  as  security. 

(3)  Persons  considered  liable  for  tax. 
Where  the  tax  is  not  a  liability  of  any 
person,  the  person  who  holds  the  prop¬ 
erty  at  the  time  the  tax  becomes  a  lien 
on  the  property  shall  be  considered  liable 
for  the  tax.  As  to  a  particular  sale, 
in  determining: 

(i)  Whether  the  other  party  to  the 
sale  is  liable  for  the  tax  or, 

(ii)  The  person  who  holds  the  prop¬ 
erty  at  the  time  the  tax  becomes  a  lien 
on  the  property  (where  the  tax  is  not  a 
liability  of  any  person), 

prior  or  subsequent  sales  of  the  property 
during  the  real  property  tax  year  shall 
be  disregarded. 

(4)  Examples.  The  provisions  of  sub- 
paragraphs  (1),  (2),  and  (3)  of  this 
paragraph  may  be  illustrated  as  follows: 

Example  (1).  In  County  X  the  real  prop¬ 
erty  tax  year  is  the  calendar  year.  The  real 
property  tax  is  a  personal  liability  of  the 
owner  of  the  real  property  on  June  30  of  the 
current  real  property  tax  year,  but  is  not 
payable  until  February  28  of  the  following 
real  property  tax  year.  A,  the  owner  of  real 
property  in  County  X  on  January  1, 1955,  uses 
the  cash  receipts  and  disbursements  method 
of  accounting.  On  May  30,  1955,  A  sells 
the  real  property  to  B,  who  also  uses  the  cash 
receipts  and  disbursements  method  of  ac¬ 
counting.  B  retains  ownership  of  the  real 
property  for  the  balance  of  the  1955  calen¬ 
dar  year.  Under  the  provisions  of  section 
164  (d)  (1),  149/365  (January  1-May  29, 
1955)  of  the  real  property  tax  payable  on 
February  28,  1956,  for  the  1955  real  property 
tax  year  is  treated  as  imposed  on  A,  the 
seller,  and  under  the  provisions  of  section 
164  (d)  (2)  (A)  such  portion  is  treated  as 
having  been  paid  by  him  on  the  date  of  sale 
and  may  be  deducted  by  him  for  his  tax¬ 
able  year  in  which  the  sale  occurs  (whether 
or  not  such  portion  is  actually  paid  by  him 
in  that  year)  or  for  his  taxable  year  in  which 
the  tax  is  actually  paid  or  an  amount  repre¬ 
senting  such  tax  is  paid.  Under  the  provi¬ 
sions  of  section  164  (d)  (1),  216/365  (May 
30-December  31,  1955)  of  the  real  property 
tax  payable  on  February  28,  1956,  for  the 
1955  real  property  tax  year  is  treated  as  im¬ 
posed  on  B,  the  purchaser,  and  may  be  de¬ 
ducted  by  him  for  his  taxable  year  in  which 
the  tax  is  actually  paid,  or  an  amount  rep¬ 
resenting  such  tax  is  paid. 

Example  (2).  In  County  Y,  the  real  prop¬ 
erty  tax  year  is  the  calendar  year.  The  real 
property  tax  becomes  a  lien  on  January  1, 
1955,  and  is  payable  on  April  30,  1955.  There 
is  no  personal  liability  for  the  real  property 
tax  Imposed  by  County  Y.  On  April  30,  1955, 
C,  the  owner  of  real  property  in  County  Y 
on  January  1,  1955,  pays  the  real  property 
tax  for  the  1955  real  property  tax  year.  On 


May  1,  1955,  C  sells  the  real  property  to  D. 
On  September  1,  1955,  D  sells  the  real  prop¬ 
erty  to  E.  C,  D  and  E  use  the  cash  receipts 
and  disbursements  method  of  accounting. 
Under  the  provisions  of  section  164  (d)  (1), 
120/365  (January  l-April  30,  1955)  of  the 
real  property  tax  is  treated  as  imposed  upon 
C  and  may  be  deducted  by  him  for  his  taxable 
year  in  which  the  sale  occurs  (whether  or 
not  such  portion  is  actually  paid  by  him  in 
that  year)  or  for  his  taxable  year  in  which 
the  tax  is  actually  paid.  Under  section  164 
(d)  (1),  123/365  (May  1-August  31,  1955)  of 
the  real  property  tax  is  treated  as  Imposed 
upon  D,  and  under  the  provisions  of  section 
164  (d)  (2)  (A)  is  treated  as  having  been 
paid  by  him  on'  May  1,  1955,  and  may  be 
deducted  by  D  for  his  taxable  year  in  which 
the  sale  from  C  to  him  occurs  (whether  or 
not  such  portion  is  actually  paid  by  him  in 
that  year),  or  for  his  taxable  year  in  which 
an  amount  representing  such  tax  is  paid. 
Since,  according  to  paragraph  (d)  (3)  of  this 
section,  the  prior  sale  by  C  to  D  is  disre¬ 
garded,  under  the  provisions  of  section  164 
(d)  (1),  122/365  (September  1,-December  31, 
1955)  of  the  real  property  tax  is  treated  as 
Imposed  on  E,  and  under  the  provisions  of 
section  164  (d)  (2)  (A)  is  treated  as  having 
been  paid  by  him  on  September  1,  1955,  and 
may  be  deducted  by  E  for  his  taxable  year 
in  which  the  sale  from  D  to  him  occurs 
(whether  or  not  such  portion  is  actually 
paid  by  him  in  that  year) ,  or  for  his  taxable 
year  in  which  an  amount  representing  such 
tax  is  paid. 

Example  (3) .  In  County  X  the  real  property 
tax  year  is  the  calendar  year  and  the  real 
property  taxes  are  assessed  and  become  a 
lien  on  June  30  of  the  current  real  property 
tax  year,  but  are  not  payable  until  September 
1  of  that  year.  There  is  no  personal  liability 
for  the  real  property  tax  imposed  by  County 
X.  A,  the  owner  on  January  1,  1955,  of  real 
property  in  County  X,  uses  the  cash  receipts 
and  disbursements  method  of  accounting. 
On  July  15,  1955,  A  sells  the  real  property 
to  B.  Under  the  provisions  of  section  164 
(d)  (1),  195/365  (January  1-July  14, 1955)  of 
the  real  property  tax  payable  on  September 
1,  1955,  for  the  1955  real  property  tax  year  is 
treated  as  imposed  on  A,  and  may  be  de¬ 
ducted  by  him  for  his  taxable  year  in  which 
the  sale  occurs  (whether  or  not  such  portion 
is  actually  paid  by  him  in  that  year)  or 
for  his  taxable  year  in  which  the  tax  is 
actually  paid  or  an  amount  representing 
such  tax  is  paid.  Under  the  provisions  of 
section  164  (d)  (1),  170/365  (July  15-Decem- 
ber  31,  1955)  of  the  real  property  tax  is 
treated  as  imposed  on  B  and  may  be  deducted 
by  him  for  his  taxable  year  in  which  the 
sale  occurs  (whether  or  not  such  portion  is 
actually  paid  by  him  in  that  year),  or  for 
his  taxable  year  in  which  the  tax  is  actually 
paid  or  an  amount  representing  such  tax  is 
paid. 

(5)  Treatment  of  excess  deduction. 
If,  for  a  taxable  year  prior  to  the  tax¬ 
able  year  of  sale  of  real  property,  a  tax¬ 
payer  has  deducted  an  amount  for  real 
property  tax  in  excess  of  the  portion  of 
such  real  property  tax  treated  as  im¬ 
posed  on  him  under  the  provisions  of 
section  164  (d) .  the  excess  of  the  amount 
deducted  over  the  portion  treated  as  im¬ 
posed  on  him  shall  be  included  in  his 
gross  income  for  the  taxable  year  of  the 
sale,  subject  to  the  provisions  of  section 
111,  relating  to  the  recovery  of  bad  debts, 
prior  taxes,  and  delinquency  amounts. 
The  provisions  of  this  subparagraph  may 
be  illustrated  as  follows: 

Example  (I).  In  Borough  Y  the  real  prop¬ 
erty  tax  is  due  and  payable  on  November  30 
for  the  succeeding  calendar  year,  which  is 
also  the  real  property  tax  year.  On  Novem¬ 
ber  30,  1954,  taxpayer  A,  who  reports  his  in¬ 


come  on  a  calendar  year  under  the  cash 
receipts  and  disbursements  method  of  ac¬ 
counting,  pays  the  real  property  tax  on  real 
property  owned  by  him  in  Borough  Y  for  the 
1955  real  property  tax  year.  On  June  30, 1955 
A  sells  the  real  property.  Under  the  pro^ 
visions  of  section  164  (d),  only  180/365  (Jan¬ 
uary  1-June*29,  1955)  of  the  real  property 
tax  for  the  1955  real  property  tax  year  is 
treated  as  imposed  on  A,  and  the  excess  of  the 
amount  of  real  property  tax  for  1955  deducted 
by  A,  on  his  1954  income  tax  return,  over 
the  180/365  portion  of  such  tax  treated  as 
imposed  on  him  under  section  164  (d),  must 
be  included  in  gross  income  in  A’s  1955 
Income  tax  return,  subject  to  the  provisions 
of  section  111. 

Example  (2).  In  County  Z  the  real  prop¬ 
erty  tax  year  is  the  calendar  year.  The  real 
property  tax  becomes  a  personal  liability  of 
the  owner  of  real  property  on  January  i  of 
the  current  real  property  tax  year,  and  is 
payable  on  July  1  of  the  current  real  prop¬ 
erty  tax  year.  On  May  1,  1955,  A,  the  owner 
of  real  property  in  County  Z  on  January  l, 
1955,  sells  the  real  property  to  B.  On  Novem¬ 
ber  1,  1955,  B  sells  the  same  real  property  to 
C.  B  uses  the  cash  receipts  and  disbiirse- 
ments  method  of  accounting  and  reports  his 
Income  on  the  basis  of  a  fiscal  year  ending 
July  31.  B,  on  July  1,  1955,  pays  the  entire 
real  property  tax  for  the  real  property  tax 
year  ending  December  31,  1955.  Under  the 
provisions  of  section  164  (d),  only  184/365 
(May  1-October  31, 1955)  of  the  real  property 
tax  for  the  1955  real  property  tax  year  is 
treated  as  Imposed  on  B,  and  the  excess  of 
the  amount  of  real  property  tax  for  1955  de¬ 
ducted  by  B  on  his  income  tax  return  for  the 
fiscal  year  ending  July  31,  1955,  over  the 
184/365  portion  of  such  tax  treated  as  im¬ 
posed  on  him  under  section  164  (d),  must 
be  included  in  gross  income  in  B’s  income 
tax  return  for  his  fiscal  year  ending  July 
31,  1956,  subject  to  the  provisions  of  section 
111. 

(6)  Persons  using  an  accrual  method 
of  accounting.  Where  real  property  is 
sold  and  the  seller  or  the  purchaser  com¬ 
putes  his  taxable  income  (for  the  tax¬ 
able  year  during  which  the  sale  occurs) 
on  an  accrual  method  of  accounting, 
then,  if  the  seller  or  the  purchaser  has 
not  made  the  election  provided  in  section 
461  (c)  (relating  to  the  accrual  of  real 
property  taxes) ,  the  portion  of  any  real 
property  tax  which  is  treated  as  imposed 
on  him  and  which  may  not  be  deducted 
by  him  for  any  taxable  year  by  reason 
of  his  method  of  accounting  shall  be 
treated  as  having  accrued  on  the  date  of 
sale.  The  provisions  of  this  subpara¬ 
graph  may  be  illustrated  as  follows: . 

Example.  In  County  X  the  real  property 
tax  becomes  a  lien  on  property  and  is  as¬ 
sessed  on  November  30  for  the  current  cal¬ 
endar  year,  which  is  also  the  real  property 
tax  year.  There  is  no  personal  liability  for 
the  real  property  tax  Imposed  by  County  X. 
A  owns,  on  January  1,  1955,  real  property  in 
County  X.  A  uses  an  accrual  method  of 
accounting  and  has  not  made  any  election 
under  section  461  (c)  to  accrue  ratably  real 
property  taxes.  A  sells  real  property  on  Jime 
30,  1955.  By  reason  of  A’s  method  of  ac¬ 
counting.  he  could  not  deduct  any  part  of 
the  real  property  tax  for  1955  on  the  real 
property  since  he  sold  the  real  property  prior 
to  November  30,  1955,  the  accrual  date. 
Under  section  164  (d)  (1),  180/365  (Janu¬ 
ary  1-June  29,  1955)  of  the  real  property  tax 
for  the  1955  real  property  tax  year  is  treated 
as  Imposed  on  A,  and  under  section  164  (d) 
(2)  (D)  that  portion  is  treated  as  having 
accrued  on  June  30,  1955,  and  may  be  de¬ 
ducted  by  A  for  his  taxable  year  in  which 
such  date  falls.  B,  the  purchaser  from  A, 
who  uses  an  accrual  method  of  accounting. 
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bas  likewise  not  made  an  election  under  sec¬ 
tion  461  (c)  to  accrue  real  property  taxes 
ratably.  Under  section  164  (d)  (1),  185/365 
of  the  real  property  taxes  may  be  accrued  by 
B  on  November  30,  1955,  and  deducted  for 
blB  taxable  year  in  which  such  date  falls. 

(7)  Cross  references.  For  determina¬ 
tion  of  amount  realized  on  a  sale  of  real 
property,  see  section  1001  (b)  and  the 
regulations  thereunder.  For  determina¬ 
tion  of  basis  of  real  property  acquired  by 
purchase,  see  section  1012  and  the  regu¬ 
lations  thereunder. 

(8)  Effective  dates.  Section  164  (d) 
applies  to  taxable  years  ending  after 
December  31,  1953,  but  only  in  the  case 
of  sales  made  after  December  31,  1953. 
However,  section  164  (d)  does  not  apply 
to  any  real  property  tax  to  the  extent 
that  such  tax  was  allowable  as  a  deduc¬ 
tion  under  the  Internal  Revenue  Code  of 
1939  to  the  seller  for  any  taxable  year 
which  ended  before  January  1,  1954. 

1 1.164-7  Taxes  of  shareholder  paid 
by  corporation.  Banks  and  other  cor¬ 
porations  paying  taxes  assessed  against 
their  shareholders  on  account  of  their 
ownership  of  the  shares  of  stock  issued 
by  such  corporations  without  reimburse¬ 
ment  from  such  shareholders  may  deduct 
the  amount  of  taxes  so  paid.  In  such 
cases  no  deduction  shall  be  allowed  to 
the.  shareholders  for  such  taxes.  The 
amount  so  paid  should  not  be  included  in 
the  gross  income  of  the  shareholder. 

(P.  R.  Doc.  67-8241;  Piled,  Oct.  7,  1957; 
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Part  1 — Income  Tax  ;  Taxable  Years  Be¬ 
ginning  After  December  31, 1953 

INCOME  IN  respect  OF  DECEDENTS 

On  June  27,  1956,  notice  of  proposed 
rule  making  regarding  the  regulations 
for  taxable  years  beginning  after  Decem¬ 
ber  31,  1953,  and  ending  after  August 
16,  1954,  under  sections  691  and  692  of 
the  Internal  Revenue  Code  of  1954,  was 
published  in  the  Federal  Register  (21 
P.  R.  4672).  After  consideration  of  all 
such  relevant  matter  as  was  presented 
by  interested  persons  regarding  the  rules 
proposed,  the  following  regulations  are 
hereby  adopted; 

Sec. 

1.691  (a)  Statutory  provisions;  recipients 
of  income  in  respect  of  de¬ 
cedents;  inclusion  in  gross 
Income. 

1.691  (a)-l  Inccnne  in  respect  of  a  decedent. 

1.691  (a) -2  Inclusion  in  gross  income  by 
recipients. 

1:691  (a)-3  Character  of  gross  Income. 

1:691  (a)-4  Transfer  of  right  to  income  in 
respect  of  a  decedent. 

1.691  (a) -5  Installment  obligations  acquired 
from  decedent. 

1.691  (b)  Statutory  provisions;  recipients 

of  Income  in  respect  of  de¬ 
cedents;  allowance  of  de¬ 

ductions  and  credit. 

1.691  (b)-l  Allowance  of  deductions  and 

credit  in  respect  of  decedents. 

1.691  (c)  Statutory  provisions;  recipients 

of  income  in  respect  of  de¬ 
cedents;  deduction  for  estate 
tax. 

1.691  (c)-l  Deduction  for  estate  tax  attrib¬ 
utable  to  income  in  respect  of 
a  decedent. 


Sec. 

1.691  (c)-2  Estates  and  trusts. 

1.691  (d)  Statutory  provisions;  recipients 
of  income  in  respect  of  de¬ 
cedents;  amounts  received  by 
surviving  annuitant  under 
Joint  and  survivor  annuity 
contract. 

1.691  (d)-l  Amounts  received  by  surviving 

annuitant  under  joint  and 
survivor  annuity  contract. 

1.691  (e)  Statutory  provisions;  recipients 

of  income  in  respect  of  de¬ 
cedents:  cross  reference. 

1.691  (e)-l  Cross  reference. 

1.692  Statutory  provisions;  Income 

taxes  on  members  of  Armed 
Forces  on  death. 

1.692-1  Abatement  of  Income  taxes  of 
certain  members  of  the  Armed 
Forces  of  the  United  States 
upon  death. 

•  Axjthoeity:  §§  1.691  (a)  to  1.692-1,  issued 
under  sec.  7805,  68A  Stat.  917;  26  U.  S.  C. 
7805. 

INCOME  IN  RESPECT  OF  DECEDENTS 

§  1.691  (a)  Statutory  provisions;  re¬ 
cipients  of  income  in  respect  of  dece¬ 
dents;  inclusion  in  gross  income. 

Sec.  691.  Recipients  of  income  in  respect 
of  decedents — (a)  Inclusion  in  gross  in¬ 
come — (1)  General  rule.  The  amount  of  all 
Items  of  gross  income  in  respect  of  a  dece¬ 
dent  which  are  not  properly  includible  in 
respect  of  the  taxable  period  In  which  falls 
the  date  of  his  death  or  a  prior  period  (In¬ 
cluding  the  amount  of  all  items  of  gross 
Income  in  respect  of  a  prior  decedent,  if 
the  right  to  receive  such  amount  was  ac¬ 
quired  by  reason  of  the  death  of  the  prior 
decedent  or  by  bequest,  devise,  or  inheri¬ 
tance  from  the  prior  decedent)  shall  be 
Included  in  the  gross  Income,  for  the  taxable 
year  when  received,  of: 

(A)  The  estate  of  the  decedent.  If  the 
right  to  receive  the  amount  is  acquired  by 
the  decedent’s  estate  from  the  decedent; 

(B)  The  person  who,  by  reason  of  the 
death  of  the  decedent,  acquires  the  right  to 
receive  the  amount,  if  the  right  to  receive 
the  amount  is  not  acquired  by  the  decedent’s 
estate  from  the  decedent;  or 

(C)  ’The  person  who  acquires  from  the 
decedent  the  right  to  receive  the  amount  by 
bequest,  devise,  or  inheritance,  if  the  amount 
is  received  after  a  distribution  by  the  de¬ 
cedent’s  estate  of  such  right. 

(2)  Income  in  case  of  sale,  etc.  If  a  right, 
described  in  paragraph  (1),  to  receive  an 
amount  is  transferred  by  the  estate  of  the 
decedent  or  a  person  who  received  such  right 
by  reason  of  the  death  of  the  decedent  or 
by  bequest,  devise,  or  Inheritance  from  the 
decedent,  there  shall  be  included  in  the  gross 
income  of  the  estate  or  such  person,  as  the 
case  may  be,  for  the  taxable  period  in  which 
the  transfer  occurs,  the  fair  market  value 
of  such  right  at  the  time  of  such  transfer 
plus  the  amount  by  which  any  consideration 
for  the  transfer  exceeds  such  fair  market 
value.  For  purposes  of  this  paragraph,  the 
term  “transfer”  includes  sale,  exchange,  or 
other  disposition,  or  the  satisfaction  of  an 
installment  obligation  at  other  than  face 
value,  but  does  not  include  transmission  at 
death  to  the  estate  of  the  decedent  or  a 
transfer  to  a  person  pursuant  to  the  right 
of  such  person  to  receive  such  amount  by 
reason  of  the  death  of  the  decedent  or  by 
bequest,  devise,  or  inheritance  from  the 
decedent. 

(3)  Character  of  income  determined  by 
reference  to  decedent.  The  right,  described 
In  paragraph  ( 1 ) .  to  receive  an  amount  shall 
be  treated,  in  the  hands  of  the  estate  of  the 
decedent  or  any  person  who  acquired  such 
right  by  reason  of  the  death  of  the  decedent, 
or  by  bequest,  devise,  or  Inheritance  from 
the  decedent,  as  if  it  had  been  acquired  by 


the  estate  or  such  person  in  the  transaction 
In  which  the  right  to  receive  the  income  was 
originally  derived  and  the  amount  includible 
In  gross  Income  under  paragraph  (1)  or  (2) 
shall  be  considered  in  the  hands  of  the  estate 
or  such  person  to  have  the  character  which 
it  would  have  had  in  the  hands  of  the  de¬ 
cedent  if  the  decedent  had  lived  and  received 
such  amount. 

(4)  Installment  obligations  acquired  from 
decedent.  In  the  case,  of  an  installment  ob¬ 
ligation  received  by  a  decedent  on  the  sale 
or  other  disposition  of  property,  the  income 
from  which  was  properly  reportable  by  the 
decedent  on  the  installment  basis  under  sec¬ 
tion  453,  if  such  obligation  is  acquired  by 
the  decedent’s  estate  from  the  decedent  <» 
by  any  person  by  reason  of  the  death  of  the 
decedent  or  by  bequest,  devise,  or  inherit¬ 
ance  from  the  decedent — 

(A)  An  amount  equal  to  the  excess  of  the 
face  amount  of  such  obligation  over  the 
basis  of  the  obligation  in  the  hands  of  the 
decedent  (determined  under  section  453  (d) ) 
shall,  for  the  purpose  of  paragraph  (1),  be 
considered  as  an  item  of  gross  Income  in  re¬ 
spect  of  the  decedent;  and 

(B)  Such  obligation  shall,  for  purposes  of 
paragraphs  (2)  and  (3),  be  considered  a 
right  to  receive  an  item  of  gross  income  in 
respect  of  the  decedent,  but  the  amount  in¬ 
cludible  in  gross  Income  under  paragraph 
(2)  shall  be  reduced  by  an  amount  equal  to 
the  basis  of  the  obligation  In  the  hands  of 
the  decedent  (determined  under  section 
453  (d)). 

S  1.691  (a)-l  Income  in  respect  of  a 
decedent — (a)  Scope  of  section  691.  In 
general,  the  regulations  under  section 
691  cover:  (1)  The  provisions  requiring 
that  amounts  which  are  not  includible  in 
gross  income  for  the  decedent’s  last  tax¬ 
able  year  or  for  a  prior  taxable  year  be 
included  in  the  gross  income  of  the  estate 
or  persons  receiving  such  income  to  the 
extent  that  such  amounts  constitute  “in¬ 
come  in  respect  of  a  decedent’’;  (2)  the 
taxable  effect  of  a  transfer  of  the  right 
to  such  income;  (3)  the  treatment  of 
certain  deductions  and  credit  in  respect 
of  a  decedent  which  are  not  allowable  to 
the  decedent  for  the  taxable  period  end¬ 
ing  with  his  death  or  for  a  prior  taxable 
year;  (4)  the  allowance  to  a  recipient  of 
income  in  respect  of  a  decedent  of  a 
deduction  for  estate  taxes  attributable  to 
the  inclusion  of  the  value  of  the  right  to 
such  income  in  the  decedent’s  estate; 
and  (5)  special  provisions  with  respect 
to  installment  obligations  acquired  from 
a  decedent  and  with  respect  to  the  allow¬ 
ance  of  a  deduction  for  estate  taxes  to 
a  surviving  annuitant  under  a  joint  and 
survivor  annuity  contract. 

(b)  General  definition.  In  general, 
the  term  “income  in  respect  of  a  dece¬ 
dent’’  refers  to  those  amounts  to  which 
a  decedent  was  entitled  as  gross  income 
but  which  were  not  properly  includible 
in  computing  his  taxable  income  for  the 
taxable  year  ending  with  the  date  of  his 
death  or  for  a  previous  taxable  year 
under  the  method  of  accounting  em¬ 
ployed  by  the  decedent.  See  the  regula¬ 
tions  under  section  451.  Thus,  the  term 
Includes — 

(1)  All  accrued  income  of  a  decedent 
who  reported  his  income  by  use  of  the 
cash  receipts  and  disbursements  method; 

(2)  Income  accrued  solely  by  reason  of 
the  decedent’s  death  in  case  of  a  dece¬ 
dent  who  reports  his  income  by  use  of 
an  accrual  method  of  accounting;  and 
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(3)  Income  to  which  the  decedent  had 
a  contingent  claim  at  the  time  of  his 
death. 

See  sections  736  and  753  and  the  regula¬ 
tions  thereunder  for  “income  in  respect 
of  a  decedent”  in  the  case  of  a  deceased 
partner. 

(c)  Prior  decedent.  The  term  “in¬ 
come  in  respect  of  a  decedent”  also  in¬ 
cludes  the  amount  of  all  items  of  gross 
income  in  respect  of  a  prior  decedent, 
if  (1)  the  right  to  receive  such  amount 
was  acquired  by  the  decedent  by  reason 
of  the  death  of  the  prior  decedent  or  by 
bequest,  devise,  or  inheritance  from  the 
prior  decedent  and  if  (2)  the  amount  of 
gross  income  in  respect  of  the  prior  dece¬ 
dent  was  not  properly  includible  in  com¬ 
puting  the  decedent’s  taxable  income  for 
the  taxable  year  ending  with  the  date  of 
his  death  or  for  a  previous  taxable  year. 
See  example  (2)  of  paragraph  (b)  of 
§  1.691  (a) -2. 

(d)  Items  excluded  from  gross  in- 
come.  Section  691  applies  only  to  the 
amount  of  items  of  gross  income  in  re¬ 
spect  of  a  decedent,  and  items.which  are 
excluded  from  gross  income  under  sub¬ 
title  A  of  the  Internal  Revenue  Code 
of  1954  are  not  within  the  provisions  of 
section  691. 

(e)  Cross  reference.  For  Items 
deemed  to  be  income  in  respect  of  a 
decedent  for  purposes  of  the  deduction 
for  estate  taxes  provided  by  section  691 
(c),  see  paragraph  (c)  of  §  1.691  (c)-l. 

§  1.691  (a) -2  Inclusion  in  gross  income 
"by  recipients,  (a)  Under  section  691  (a) 

(1) ,  income  in  respect  of  a  decedent  shall 
be  included  in  the  gross  income,  for  the 
taxable  year  when  received,  of — 

(1)  The  estate  of  the  decedent,  if  the 
right  to  receive  the  amount  is  acquired 
by  the  decedent’s  estate  from  the  dece¬ 
dent; 

(2)  The  person  who,  by  reason  of  the 

death  of  the  decedent,  acquires  the  right 
to  receive  the  amount,  if  the  right  to 
receive  the  amount  is  not  acquired  by 
the  decedent’s  estate  from  the  decedent; 
or  • 

(3)  The  person  who  acquires  from  the 
decedent  the  right  to  receive  the  amount 
by  bequest,  devise,  or  inheritance,  if  the 
amount  is  received  after  a  distribution  by 
the  decedent’s  estate  of  such  right. 

These  amounts  are  included  in  the  in¬ 
come  of  the  estate  or  of  such  persons 
when  received  by  them  whether  or  not 
they  report  income  by  use  of  the  cash 
receipts  and  disbursements  method. 

(b)  The  application  of  paragraph  (a) 
of  this  section  may  be  illustrated  by  the 
following  examples,  in  each  of  which  it 
is  assumed  that  the  decedent  kept  his 
books  by  use  of  the  cash  receipts  and 
disbursements  method. 

Example  (1).  The  decedent  was  entitled 
at  the  date  of  his  death  to  a  large  salary  pay¬ 
ment  to  be  made  In  equal  annual  install¬ 
ments  over  five  years.  His  estate,  after 
collecting  two  Installments,  distributed  the 
right  to  the  remaining  Installment  payments 
to  the  residuary  legatee  of  the  estate.  The 
estate  must  Include  in  Its  gross  Income  the 
two  Installments  received  by  It,  and  the  lega¬ 
tee  must  Include  in  his  gross  Income  each 
of  the  three  Installments  received  by  him. 

Example  (2).  A  widow  acquired,  by  be¬ 
quest  from  her  husband,  the  right  to  receive 


renewal  commissions  on  life  Insurance  sold 
by  him  In  his  lifetime,  which  commissions 
were  payable  over  a  period  of  years.  The 
widow  died  before  having  received  all  of  such 
commissions,  and  her  son  Inherited  the  right 
to  receive  the  rest  of  the  commissions.  The 
commissions  received  by  the  widow  were  In¬ 
cludible  in  her  gross  Income.  The  commis¬ 
sions  received  by  the  son  were  not  Includible 
In  the  widow’s  gross  Income  but  must  be 
included  In  the  gross  Income  of  the  son. 

Example  (3) .  The  decedent  owned  a  Series 
E  United  States  savings  -bond,  with  his  wife 
as  co-owner  or  beneficiary,  but  died  before 
the  payment  of  such  bond.  The  entire 
amount  of  interest  accruing  on  the  bond 
and  not  Includible  in  Income  by  the  dece¬ 
dent,  not  Just  the  amount  accruing  after  the 
death  of  the  decedent,  would  be  treated  as 
income  to  his  wife  when  the  bond  Is  paid. 

Example  (4).  A,  prior  to  his  death,  ac¬ 
quired  10,000  shares  of  the  capital  stock  of 
the  X  Corporation  at  a  cost  of  $100  per 
share.  ~  During  his  lifetime,  A  had  entered 
into  an  agreement  with  X  Corporation 
whereby  X  Corporation  agreed  to  purchase 
and  the  decedent  agreed  that  his  executor 
would  sell  the  10,000  shares  of  X  Corporation 
stock  owned  by  him  at  the  book  value  of  the 
stock  at  the  date  of  A’s  death.  Upon  A’s 
death,  the  shares  are  sold  by  A’s  executor 
for  $500  a  share  pursuant  to  the  agreement. 
Since  the  sale  of  stock  is  consummated  after 
A’s  death,  there  Is  no  income  In  respect  of 
a  decedent  with  respect  to  the  appreciation 
In  value  of  A’s  stock  to  the  date  of  his  death. 
If,  in  this  example,  A  had  in  fact  sold  the 
stock  di^rlng  his  lifetime  but  payment  had 
not  been  received  before  his  death,  any 
gain  on  the  sale  would  constitute  income  in 
respect  of  a  decedent  when  the  proceeds 
were  received. 

Example  ( 5) .  ( 1 )  A  owned  and  operated  an 
apple  orchard.  During  his  lifetime,  A  sold 
and  delivered  1 1,000  bushels  of  apples  to  X. 
a  canning  factory,  but  did  not  receive  pay¬ 
ment  before  his  death.  A  also  entered  into 
negotiations  to  sell  3,000  bushels  of  apples 
to  Y,  a  canning  factory,  but  did  not  complete 
the  sale  before  his  death.  After  A’s  death, 
the  executor  received  payment  from  X.  He 
also  completed  the  sale  to  Y  and  transferred 
to  Y  1,200  bushels  of  apples  on  hand  at  A’s 
death  and  harvested  and  transferred  an  ad¬ 
ditional  1,800  bushels.  The  gain  from  the 
sale  of  apples  by  A  to  X  constitutes  income 
in  respect  of  a  decedent  when  received.  On 
the  other  hand,  the  gain  from  the  sale  of 
apples  by  the  executor  to  Y  does  not. 

(2)  Assume  that,  instead  of  the  transac¬ 
tion  entered  Into  with  Y,  A  had  disposed  of 
the  1,200  bushels  of  harvested  apples  by 
delivering  them  to.Z,  a  cooperative  associa¬ 
tion,  for  processing  and  sale.  Each  year  the 
association  commingles  the  fruit  received 
from  all  of  Its  members  Into  a  pool  and 
assigns  to  each  member  a  percentage  interest 
in  the  pool  based  on  the  fruit  delivered  by 
him.  After  the  fruit  is  processed  and  the 
products  are  sold,  the  association  distributes 
the  net  proceeds  from  the  pool  to  Its  mem¬ 
bers  In  proportion  to  their  Interests  In  the 
pool.  After  A’s  death,  the  association  made 
distributions  to  the  executor  with  respect  to 
A’s  share  of  the  proceeds  from  the  pool  in 
which  A  had  an  Interest.  Under  such  cir¬ 
cumstances,  the  proceeds  from  the  disposi¬ 
tion  of  the  1,200  bushels  of  apples  constitute 
income  in  respect  of  a  decedent. 

§  1.691  (a) -3  CharxLCter  of  gross  in¬ 
come.  (a)  The  right  to  receive  an 
amount  of  income  in  respect  of  a  de¬ 
cedent  shall  be  treated  in  the  hands  of 
the  estate,  or  by  the  person  entitled  to 
receive  such  amount  by  bequest,  devise, 
or  inheritance  from  the*  decedent  or  by 
reason  of  his  death,  as  if  it  had  been 
acquired  in  the  transaction  by  which  the 
decedent  (or  a  prior  decedent)  acquired 


such  right,  and  shall  be  considered  as 
having  the  same  character  it  would  have 
had  if  the  decedent  (or  a  prior  decedent) 
had  lived  and  received  such  amount. 
The  provisions  of  section  1014  (a) ,  relat¬ 
ing  to  the  basis  of  property  acquired 
from  a  decedent,  do  not  apply  to  these 
amounts  in  the  hands  of  the  estate  and 
such  persons.  See  section  1014  (c). 

(b)  The  application  of  paragraph  (a) 
of  this  section  may  be  illustrated  by  the 
following : 

(1)  If  the  income  would  have  been 
capital  gain  to  the  decedent,  if  he  had 
lived  and  had  received  it,  from  the  sale 
of  property  held  for  more  than  6  months, 
the  income,  when  received,  shall  be 
treated  in  the  hands  of  the  estate  or  of 
such  person  as  capital  gain  from  the  sale 
of  the  property,  held  for  more  than  6 
months,  in  the  same  manner  as  if  such 
person  had  held  the  property  for  the 
period  the  decedent  held  it,  and  had 
made  the  sale. 

(2)  If  the  income  is  interest  on  United 
States  obligations  which  were  owned  by 
the  decedent,  such  income  shall  be 
treated  as  interest  on  United  States  ob¬ 
ligations  in  the  hands  of  the  person 
receiving  it,  for  the  purpose  of  determin¬ 
ing  the  credit  provided  by  section  35,  as 
if  such  person  had  owned  the  obligations 
with  respect  to  which  such  interest  is 
paid. 

(3)  If  the  amounts  received  would  be 
subject  to  special  treatment  under  sec¬ 
tions  1301  to  1305,  inclusive,  relating  to 
income  attributable  to  several  taxable 
years,  if  the  decedent  had  lived  and  in¬ 
cluded  such  amounts  in  his  gross  income, 
such  sections  apply  with  respect  to  the 
recipient  of  the  income. 

(4)  The  provisions  of  sections  632  and 
1347,  relating  to  the  tax  attributable  to 
the  sale  of  certain  oil  or  gas  property  and 
to  certain  claims  against  the  United 
States,  apply  to  any  amount  included  in 
gross  income,  the  right  to  which  was  ob¬ 
tained  by  the  decedent  by  a  sale  or  claim 
within  the  provisions  of  those  sections. 

§1.691  (a)-4  Transfer  of  right  to 
income  in  respect  of  a  decedent,  (a) 
Section  691  (a)  (2)  provides  the  rules 
governing  the  treatment  of  income  in  re¬ 
spect  of  a  decedent  (or  a  prior  decedent) 
in  the  event  a  right  to  receive  such  in¬ 
come  is  transferred  by  the  estate  or  per¬ 
son  entitled  thereto  by  bequest,  devise,  or 
inheritance,  or  by  reason  of  the  death  of 
the  decedent.  In  general,  the  transferor 
must  include  in  his  gross  income  for  the 
taxable  period  in  which  the  transfer  oc¬ 
curs  the  amount  of  the  consideration,  if 
any,  received  for  the  right  or  the  fair 
market  value  of  the  right  at  the  time 
of  the  transfer,  whichever  is  greater. 
Thus,  upon  a  sale  of  such  right  by  the 
estate  or  person  entitled  to  receive  it,  the 
fair  market  value  of  the  right  or  the 
amount  received  upon  the  sale,  which¬ 
ever  is  greater,  is  included  in  the  gross 
income  of  the  vendor.  Similarly,  if  such 
right  is  disposed  of  by  gift,  the  fair  mar¬ 
ket  value  of  the  right  at  the  time  of  the 
gift  must  be  included  in  the  gross  income 
of  the  donor.  In  the  case  of  a  satisfac¬ 
tion  of  an  installment  obligation  at  other 
than  face  value,  which  is  likewise  con¬ 
sidered  a  transfer  under  section  691  (a) 
(2),see§  1.691  (a) -5. 
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(b)  If  the  estate  of  a  decedent  or  any 
person  transmits  the  right  to  income  in 
respect  of  a  decedent  to  another  who 
would  be  required  by  section  691  (a)  (1) 
to  include  such  income  when  received  in 
his  gross  income,  only  the  transferee  will 
include  such  income  when  received  in  his 
gross  income.  In  this  situation,  a  trans¬ 
fer  within  the  meaning  of  section  691  (a) 
(2)  has  not  occurred.  This  paragraph 
may  be  illustrated  by  the  following: 

(1)  If  a  person  entitled  to  income  in 
respect  of  a  decedent  dies  before  receiv¬ 
ing  such  income,  only  his  estate  or  other 
person  entitled  to  such  income  by  be¬ 
quest,  devise,  or  inheritance  from  the  lat¬ 
ter  decedent,  or  by  reason  of  the  death 
of  the  latter  decedent,  must  include  such 
amount  in  gross  income  when  received. 

(2)  If  a  right  to  income  in  respect  of  a 
decedent  is  transferred  by  an  estate  to  a 
specific  or  residuary  legatee,  only  the 
specific  or  residuary  legatee  must  include 
such  income  in  gross  Income  when 
received. 

(3)  If  a  trust  to  which  is  bequeathed  a 
right  of  a  decedent  to  certain  payments 
of  income  terminates  and  transfers  the 
right  to  a  beneficiary,  only  the  benefici¬ 
ary  must  include  such  income  in  gross 
income  when  received. 

If  the  transferee  described  in  subpara¬ 
graphs  (1),  (2),  and  this  subparagraph 
of  this  paragraph  transfers  his  right  to 
receive  the  amounts  in  the  manner  de¬ 
scribed  in  paragraph  (a)  of  this  section, 
the  principles  contained  in  paragraph 
(a)  are  applied  to  such  transfer.  On 
the  other  hand,  if  the  transferee  trans¬ 
mits  his  right  in  the  manner  described  in 
this  paragraph,  the  principles  of  this 
paragraph  are  again  applied  to  such 
transfer. 

§  1.691  (a) -5  Installment  obligations 
acquired  from  decedent,  (a)  Section 
691  (a)  (4)  has  reference  to  an  install¬ 
ment  obligation  WThich  remains  imcol- 
lected  by  a  decedent  (or  a  prior  dece¬ 
dent)  and  which  was  originally  acquired 
in  a  transaction  the  income  from  which 
was  properly  reportable  by  the  decedent 
on  the  installment  method  under  section 
453.  Under  the  provisions  of  section  691 
(a)  (4),  an  amount  equal  to  the  excess 
of  the  face  value  of  the  obligation  over 
its  basis  in  the  hands  of  the  decedent 
(determined  under  section  453  (d)  (2) 
and  the  regulations  thereunder)  shall  be 
considered  an  amount  of  income  in  re¬ 
spect  of  a  decedent  and  shall  be  treated 
as  such.  The  decedent’s  estate  (or  the 
person  entitled  to  receive  such  income 
by  bequest,  devise,  or  inheritance  from 
the  decedent  or  by  reason  of  the  dece¬ 
dent’s  death)  shall  include  in  its  gross 
income  when  received  the  same  propor¬ 
tion  of  any  payment  in  satisfaction  of 
such  obligations  as  would  be  returnable 
as  income  by  the  decedent  if  he  had  lived 
and  received  such  payment.  No  gain  on 
account  of  the  transmission  of  such  obli¬ 
gations  by  the  decedent’s  death  is  re¬ 
quired  to  be  reported  as  income  in  the 
return  of  the  decedent  for  the  year  of 
his  death. 

(b)  If  an  Installment  obligation  de¬ 
scribed  in  paragraph  (a)  of  this  section 
is  transferred  wdthin  the  meaning  of  sec¬ 
tion  691  (a)*  (2)  and  paragraph  (a)  of 


§  1.691  (a) -4,  the  entire  installment  obli¬ 
gation  transferred  shall  be  considered  a 
right  to  income  in  respect  of  a  decedent 
but  the  amount  includible  in  the  gross 
income  of  the  transferor  shall  be  reduced 
by  an  amount  equal  to  the  basis  of  the 
obligation  in  the  hands  of  the  decedent 
(determined  under  section  453  (d)  (2) 
and  the  regulations  thereunder)  ad¬ 
justed,  however,  to  take  into  account  the 
receipt  of  any  installment  payments  after 
the  decedent’s  death  and  before  such 
transfer.  Thus,  the  amount  includible  in 
the  gross  income  of  the  transferor  shall 
be  the  fair  market  value  of  such  obliga¬ 
tion  at  the  time  of  the  transfer  or  the 
consideration  received  for  the  transfer  of 
the  installment  obligation,  whichever  is 
greater,  reduced  by  the  basis  of  the  obli¬ 
gation  as  described  in  the  preceding  sen¬ 
tence.  For  purposes  of  this  paragraph, 
the  term  “transfer”  in  section  691  (a) 
(2)  and  paragraph  (a)  of  §  1.691  (a) -4 
includes  the  satisfaction  of  an  install¬ 
ment  obligation  at  other  than  face 
value. 

(c)  The  application  of  this  section 
may  be  illustrated  by  the  following 
example: 

Example.  An  heir  of  a  decedent  Is  entitled 
to  collect  an  installment  obligation  with  a 
face  value  of  $100,  a  fair  market  value  of 
$80,  and  a  basis  in  the  hands  of  the  decedent 
of  $60.  If  the  heir  collects  the  obligation 
at  face  value,  the  excess  of  the  amount  col¬ 
lected  over  the  basis  is  considered  income 
In  respect  of  a  decedent  and  Includible  in 
the  gross  Income  of  the  heir  under  section 
691  (a)  (1).  In  this  case,  the  amount  in¬ 
cludible  would  be  $40  ($100  less  $60).  If 
the  heir  collects  the  obligation  at  $90,  an 
amount  other  than  face  value,  the  entire 
obligation  is  considered  a  right  to  receive 
Income  in  respect  of  a  decedent  but  the 
amount  ordinarily  required  to  be  included 
in  the  heir’s  gross  income  under  section  691 
(a)  (2)  (namely,  the  consideration  received 
in  satisfaction  of  tho  installment  obligation 
or  its  fair  market  value,  whichever  is  greater) 
shall  be  reduced  by  the  amount  of  the  basis 
of  the  obligation  in  the  hands  of  the  dece¬ 
dent.  In  this  case,  the  amount  includible 
would  be  $30  ($90  less  $60). 

§  1.691  (b)  Statutory  provisions:  re¬ 
cipients  of  income  in  respect  of  de¬ 
cedents;  allowance  of  deductions  and 
credit. 

Sec.  691.  Recipients  of  income  in  respect  of 
decedents^  •  •  • 

(b)  Allowance  of  deductions  and  credit. 
The  amount  of  any  deduction  specified  in 
section  162,  163,  164,  212,  or  611  (relating  to 
deductions  for  expenses.  Interest,  taxes,  and 
depletion)  or  credit  specified  in  section  33 
(relating  to  foreign  tax  credit),  in  respect 
of  a  decedent  which  is  not  properly  allowable 
to  the  decedent  in  respect  of  the  taxable  pe¬ 
riod  in  which  falls  the  date  of  his  death,  or  a 
prior  period,  shall  be  allowed: 

(1)  Expenses,  interest,  and  taxes.  In  the 
case  of  a  deduction  specified  in  section  162, 
163,  164,  or  212  and  a  credit  specified  in  sec¬ 
tion  33,  in  the  taxable  year  when  paid — 

(A)  To  the  estate  of  the  decedent;  except 
that 

(B)  If  the  estate  of  the  decedent  Is  not 
liable  to  discharge  the  obligation  to  which 
the  deduction  or  credit  relates,  to  the  person 
who,  by  reason  of  the  death  of  the  decedent 
or  by  bequest,  devise,  or  inheritance  acquires, 
subject  to  such  obligation,  from  the  de¬ 
cedent  an  Interest  in  property  of  the  de¬ 
cedent. 

(2)  Depletion.  In  the  case  of  the  deduc¬ 
tion  specified  in  section  611,  to  the  person 


described  in  subsection  (a)  (1)  (A),  (B),  or 
(C)  who,  in  the  manner  described  therein, 
receives  the  income  to  which  the  deduction 
relates,  in  the  taxable  year  when  such  income 
is  received. 

§  1.691  (b)-l  Allowance  of  deduc¬ 
tions  and  credit  in  respect  of  decedents. 
(a)  Under  section  691  (b)  the  expenses, 
interest,  and  taxes  described  in  sections 
162,  163,  164,  and  212  for  which  the  de¬ 
cedent  (or  a  prior  decedent)  was  liable, 
which  were  not  properly  allowable  as  a 
deduction  in  his  last  taxable  year  or  any 
prior  taxable  year,  are  allowed  when 
paid — 

(1)  As  a  deduction  by  the  estate;  or 

(2)  If  the  estate  was  not  liable  to  pay 
such  obligation,  as  a  deduction  by  the 
person  who  by  bequest,  devise,  or  in¬ 
heritance  from  the  decedent  or  by  reason 
of  the  death  of  the  decedent  acquires, 
subject  to  such  obligation,  an  interest  in 
property  of  the  decedent  (or  the  prior 
decedent) . 

Similar  treatment  is  given  to  the  foreign 
tax  credit  provided  by  section  33.  For 
the  purposes  of  subparagraph  (2)  of  this 
paragraph,  the  right  to  receive  an 
amount  of  gross  income  in  respect  of  a 
decedent  is  considered  property  of  the 
decedent;  on  the  other  hand,  it  is  not 
necessary  for  a  person,  otherwise  within 
the  provisions  of  subparagraph  (2)  of 
this  paragraph,  to  receive  the  right  to 
any  income  in  respect  of  a  decedent. 
Thus,  an  heir  who  receives  a  right  to  in¬ 
come  in  respect  of  a  decedent  (by  reason 
of  the  death  of  the  decedent)  subject  to 
an  income  tax  imposed  by  a  foreign 
country  during  the  decedent’s  life,  which 
tax  must  be  satisfied  out  of  such  income, 
is  entitled  to  the  credit  provided  by  sec¬ 
tion  33  when  he  pays  the  tax.  If  a  dece¬ 
dent  who  reported  income  by  use  of  the 
cash  receipts  and  disbursements  method 
owned  real  property  on  which  accrued 
taxes  had  become  a  lien,  and  if  such 
property  passed  directly  to  the  heir  of 
the  decedent  in  a  jurisdiction  in  which 
real  property  does  not  become  a  part  of 
a  decedent’s  estate,  the  heir,  upon  paying 
such  taxes,  may  taken  the  same  deduc¬ 
tion  under  section  164  that  would  be 
allowed  to  the  decedent  if,  while  alive, 
he  had  made  such  payment. 

(b)  The  deduction  for  percentage  de¬ 
pletion  is  allowable  only  to  the  person 
(described  in  section  691  (a)  (1))  who 
receives  the  income  in  respect  of  the 
decedent  to  which  the  deduction  relates, 
whether  or  not  such  person  receives  the 
property  from  which  such  income  is  de¬ 
rived.  Thus,  an  heir  who  (by  reason 
of  the  decedent’s  death)  receives  income 
derived  from  sales  of  units  of  mineral  by 
the  decedent  (who  reported  income  by 
use  of  the  cash  receipts  and  disburse¬ 
ments  method)  shall  be  allowed  the 
deduction  for  percentage  depletion,  com¬ 
puted  on  the  gross  income  from  such 
number  of  units  as  if  the  heir  had  the 
same  economic  interest  in  the  property 
as  the  decedent.  Such  heir  need  not 
also  receive  any  interest  in  the  mineral 
property  other  than  such  income.  If 
the  decedent  did  not  compute  his  deduc¬ 
tion  for  depletion  on  the  basis  of  per¬ 
centage  depletion,  any  deduction  for 
depletion  to  which  the  decedent  was  en¬ 
titled  at  the  date  of  his  death  would  be 
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allowable  in  computing  his  taxable  in¬ 
come  for  his  last  taxable  year,  and  there 
can  be  no  deduction  in  respect  of  the 
decedent  by  any  other  person  for  such 
depletion. 

i  1.691  (c)  Statutory  provisions:  re¬ 
cipients  of  income  in  respect  of  dece¬ 
dents;  deduction  for  estate  tax. 

Sec.  691.  Recipients  of  income  in  respect  of 
decedents.  •  •  • 

(c)  Deduction  for  estate  tax — (1)  Allow¬ 
ance  of  deduction — (A)  General  rule,  A 
person  who  includes  an  amount  in  gross  in¬ 
come  under  subsection  (a)  shall  be  allowed, 
for  the  same  taxable  year,  as  a  deductioif 
an  amount  which  bears  the  same  ratio  to 
the  estate  tax  attributable  to  the  net  value 
for  estate  tax  purposes  of  all  the  items  de¬ 
scribed  in  subsection  (a)  (1)  as  the  value 
for  estate  tax  purposes  of  the  items  of  gross 
income  or  portions  thereof  in  respect  of 
which  such  person  included  the  amount  in 
gross  income  (or  the  amount  included  in 
gross  income,  whichever  is  lower)  bears  to 
the  value  for  estate  tax  purposes  of  all  the 
Items  described  in  subsection  (a)  (1). 

(B)  Estates  and  trusts.  In  the  case  of  an 
estate  or  trust,  the  amount  allowed,  as  a 
deduction  under  subparagraph  (A)  shall  be 
computed  by  excluding  from  the  gross  in¬ 
come  of  the  estate  or  tr\ist  the  portion  (if 
any)  of  the  items  described  in  subsection 
(a)  (1)  which  is  properly  paid,  credited,  or  to 
be  distributed  to  the  beneficiaries  during  the 
taxable  year.  This  subparagraph  shall  ap¬ 
ply  to  the  same  taxable  years,  and  to  the 
same  extent,  as  Is  provided  in  section  683. 

(2)  Method  of  computing  deduction.  For 
purposes  of  paragraph  (1)  — 

(A)  The  term  “estate  tax’’  means  the  tax 
imposed  on  the  estate  of  the  decedent  or  any 
prior  decedent  under  section  2001  or  2101, 
reduced  by  the  credits  against  such  tax. 

(B)  The  net  value  for  estate  tax  purposes 
of  all  the  items  described  in  subsection  (a) 
(1)  shall  be  the  excess  of  the  value  for  estate 
tax  purposes  of  all  the  items  described  in 
subsection  (a)  (1)  over  the  deductions  from 
the  gross  estate  in  respect  of  claims  which 
represent  the  deductions  and  credit  described 
in  subsection  (b).  Such  net  value  shall  be 
determined  with  regard  to  the  provisions  of 
section  421  (d)  (6)  (B),  relating  to  the  de¬ 
duction  for  estate  tax  with  respect  to 
restricted  stock  options. 

(C)  The  estate  tax  attributable  to  such 
net  value  shall  be  an  amount  equal  to  the 
excess  of  the  estate  tax  over  the  estate  tax 
computed  without  including  in  the  gross 
estate  such  net  value. 

§  1.691  (c)-l  Deduction  for  estate  tax 
attributable  to  income  in  respect  of  a 
decedent — (a)  In  general.  A  person 
who  is  required  to  include  in  gross  in¬ 
come  for  any  taxable  year  an  amount  of 
Income  in  respect  of  a  decedent  may  de¬ 
duct  for  the  same  taxable  year  that 
portion  of  the  estate  tax  imposed  upon 
the  decedent’s  estate  which  is  attribut¬ 
able  to  the  inclusion  in  the  decedent’s 
estate  of  the  right  to  receive  such 
amount.  The  deduction  is  determined 
as  follows: 

(1)  Ascertain  the  net  value  in  the  de¬ 
cedent’s  estate  of  the  items  which  are 
included  under  section  691  in  computing 
gross  income.  This  is  the  excess  of  the 
value  included  in  the  gross  estate  on 
account  of  the  items  of  gross  income  in 
respect  of  the  decedent  (see  §  1.691  (a)-l 
and  paragraph  (c)  of  this  section)  over 
the  deductions  from  the  gross  estate  for 
claims  which  represent  the  deductions 
and  credit  in  respect  of  the  decedent  (see 
8  1.691  (b)-l).  But  see  section  691  (d) 


and  paragraph  (b)  of  §  1.691  (d)-l  for 
computation  of  the  special  value  of  a 
survivor’s  annuity  to  be  used  in  com¬ 
puting  the  net  value  for  estate  tax  pur¬ 
poses  in  cases  involving  joint  and  sur¬ 
vivor  annuities. 

(2)  Ascertain  the  portion  of  the  es¬ 
tate  tax  attributable  to  the  inclusion  in 
the  gross  estate  of  such  net  value.  This 
is  the  excess  of  the  estate  tax  over  the 
estate  tax  computed  without  including 
such  net  value  in  the  gross  estate.  In 
computing  the  estate  tax  without  in¬ 
cluding  such  net  value  in  the  gross  es¬ 
tate,  any  estate  tax  deduction  (such  as 
the  marital  deduction)  which  may  be 
based  upon  the  gross  estate  shall  be 
recomputed  so  as  to  take  into  account 
the  exclusion  of  such  net  value  from  the 
gross  estate.  See  example  (2),  para¬ 
graph  (e)  of  §  1.691  (d)-l. 

For  purposes  of  this  section,  the  term 
“estate  tax”  means  the  tax  imposed  un¬ 
der  section  2001  or  2101  (or  the  corre¬ 
sponding  provisions  of  the  Internal  Rev¬ 
enue  Code  of  1939),  reduced  by  the 
credits  against  such  tax.  Each  person 
including  in  gross  income  an  amount  of 
income  in  respect  of  a  decedent  may  de¬ 
duct  as  his  share  of  the  portion  of  the 
estate  tax  (computed  under  subpara¬ 
graph  (2)  of  this  paragraph)  an  amount 
which  bears  the  same  ratio  to  such  por¬ 
tion  as  the  value  in  the  gross  estate  of 
the  right  to  the  income  included  by  such 
person  in  gross  income  (or  the  amount 
included  in  gross  income  if  lower)  bears 
to  the  value  in  the  gross  estate  of  all  the 
items  of  gross  income  in  respect  of  the 
decedent. 

(b)  Prior  decedent.  If  a  person  is  re¬ 
quired  to  include  in  gross  income  an 
amount  of  income  in  respect  of  a  prior 
decedent,  such  person  may  deduct  for 
the  same  taxable  year  that  portion  of 
the  estate  tax  imposed  upon  the  prior 
decedent’s  estate  which  is  attributable  to 
the  inclusion  in  the  prior  decedent’s  es¬ 
tate  of  the  value  of  the  right  to  receive 
such  amount.  This  deduction  is  com¬ 
puted  in  the  same  manner  as  provided 
in  paragraph  (a)  of  this  section  and  is 
in  addition  to  the  deduction  for  estate 
tax  imposed  upon  the  decedent’s  estate 
which  is  attributable  to  the  inclusion  in 
the  decedent’s  estate  of  the  right  to 
receive  such  amount. 

(c)  Amounts  deemed  to  be  income  in 
respect  of  a  decedent.  For  purposes  of 
allowing  the  deduction  under  section  691 
(c),  the  following  items  are  also  con¬ 
sidered  to  be  income  in  respect  of  a  dece¬ 
dent  under  section  691  (a) : 

(1)  The  value  for  estate  tax  purposes 
of  restricted  stock  options  in  respect  of 
which  amounts  are  includible  in  gross 
income  under  section  421  (b).  See  sec¬ 
tion  421  (d)  (6). 

(2)  Amounts  received  by  a  surviving 
annuitant  during  his  life  expectancy  pe¬ 
riod  as  an  annuity  under  a  joint  and 
survivor  annuity  contract  to  the  extent 
included  in  gross  income  under  section 
72.  See  section  691  (d). 

(d)  Examples.  Paragraphs  (a)  and 
(b)  of  this  section  may  be  illustrated  by 
the  following  examples: 

Example  (I).  X,  an  attorney  who  kept 
his  books  by  use  of  the  cash  receipts  and 
disbursements  method,  was  entitled  at  the 


date  of  his  death  to  a  fee  for  services  ren¬ 
dered  in  a  case  not  completed  at  the  time 
of  his  death,  which  fee  was  valued  in  his 
estate  at  $1,000,  and  to  accrued  bond  inter¬ 
est,  which  was  valued  in  his  estate  at  $500. 
In  all,  $1,500  was  included  in  his  gross  estate 
in  respect  of  income  described  in  section 
691(a)  (1).  There  were  deducted  as  clalma 

against  his  estate  $150  for  business  expenses 
for  which  his  estate  was  liable  and  $50  for 
taxes  accrued  on  certain  property  which  he 
owned.  In  all,  $200  w'as  deducted  for  claims 
W'hlch  represent  amounts  described  in  sec¬ 
tion  691  (b)  which  are  allowable  as  deduc¬ 
tions  to  his  estate  or  to  the  beneficiaries 
of  his  estate.  His  gross  estate  was  $185,000 
and  considering  deductions  of  $15,000  and 
an  exemption  of  $60,000,  his  taxable  es¬ 
tate  amounted  to  $110,000.  The  estate  tax 
on  this  amount  is  $23,700  from  which  is 
subtracted  a  $75  credit  for  State  death  taxes 
leaving  an  estate  tax  liability  of  $23,625.  In 
the  year  following  the  closing  of  X’s  estate, 
the  fee  in  the  amount  of  $1,200  was  col¬ 
lected  by  X’s  son,  who  was  the  sole  bene¬ 
ficiary  of  the  estate.  This  amount  was  in¬ 
cluded  under  section  691  (a)  (1)  (C)  in  the 
son’s  gross  Income.  The  son  may  deduct, 
in  computing  his  taxable  income  for  such 
year.  $260  on  account  of  the  estate  tax  at¬ 
tributable  to  such  Income,  computed  as 
follows: 


(1)  (i)  .Value  of  income  described  in 
section  691  (a)  (1)  Included  in 

computing  gross  estate _ $1, 500 

(ii)  Deductions  in  computing  gross 
estate  for  claims  representing  de¬ 
ductions  described  in  section  691 
(b) .  200 


(iii)  Net  value  of  items  de¬ 
scribed  in  section  691  (a) 

(1) -  1.300 


(2)  (i)  Estate  tax _  23,625 

(11)  Less:  Estate  tax  computed  with¬ 
out  Including  $1,300  (item  (1) 

(ill))  In  gross  estate _  23,235 


(ill)  Portion  of  estate  tax  at¬ 
tributable  to  net  value  of 
items  described  In  section 

691  (a)  (1) .  390 

(3)  (1)  Value  in  gross  estate  of  items 
described  in  section  691  (a)  (1)  re¬ 
ceived  in  taxable  year  (fee) _ _  1, 000 

(il)  Value  in  gross  estate  of  all  in¬ 
come  items  described  in  section 

691  (a)  (1)  (item  (1)  (1) ) .  1,500 

(ill)  Part  of  estate  tax  deductible  on 
account  of  receipt  of  $1,200  fee 
( 1 ,000/ 1 ,500  of  $390) . . .  260 


Although  $1,200  was  later  collected  as  the  fee, 
only  the  $1,000  actually  included  in  the 
gross  estate  is  used  in  the  above  computa¬ 
tions.  However,  to  avoid  distortion,  section 
691  (c)  provides  that  if  the  value  included 
in  the  gross  estate  is  greater  than  the  amount 
finally  collected,  only  the  amount  collected 
shall  be  used  in  the  above  computations. 
Thus,  if  the  amount  collected  as  the  fee  were 
only  $500,  the  estate  tax  deductible  on  the 
receipt  of  such  amount  would  be  500/1,500 
of  $390,  or  $130.  See  paragraph  (d)  (3)  of 
§  1.421-5  for  a  similar  example  involving  a 
restricted  stock  option. 

Example  (2).  Assume  that  in  example 
(1)  the  fee  valued  at  $1,000  had  been  earned 
by  prior  decedent  Y  and  had  been  inherited 
by  X  who  died  before  collecting  it.  With 
regard  to  the  son,  the  fee  would  be  considered 
income  in  respect  of  h  prior  decedent.  As¬ 
sume  further  that  the  fee  was  valued  at 
$1,000  in  Y’s  estate,  that  the  net  value  in  Y’s 
estate  of  items  described  in  section  691  (a) 
(1)  was  $5,000  and  that  the  estate  tax  im¬ 
posed  on  Y’s  estate  attributable  to  such  net 
value  was  $550.  In  such  case,  the  portion  of 
such  estate  tax  attributable  to  the  fee  would 
be  1,000/5,000  of  $550,  or  $110.  When  the 
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son  collects  the  $1,200  fee,  he  will  receive  for 
the  same  taxable  year  a  deduction  of  $110 
with  respect  to  the  estate  tax  Imposed  on  the 
estate  of  prior  decedent  Y  as  well  as  the 
deduction  of  $260  (as  computed  in  example 
(D)  with  respect  to  the  estate  tax  imposed 
on  the  estate  of  decedent  X. 

51.691(c) -2  Estates  and  trusts,  (a) 
In  the  case  of  an  estate  or  trust,  the 
deduction  prescribed  in  section  691  (c) 
is  determined  in  the  same  manner  as 
described  in  §  1.691  (c)-l,  with  the  fol¬ 
lowing  exceptions: 

(1)  If  any  amount  properly  paid,  cred¬ 
ited,  or  required  to  be  distributed  by  an 
estate  or  trust  to  a  beneficiary  consists 
of  income  in  respect  of  a  decedent  re¬ 
ceived  by  the  estate  or  trust  during  the 
taxable  year — 

(1)  Such  income  shall  be  excluded  In 
determining  the  income  in  respect  of 
the  decedent  with  respect  to  which  the 
estate  or  trust  is  entitled  to  a  deduction 
under  section  691  (c),  and 

(ii)  Such  income  shall  be  considered 
income  in  respect  of  a  decedent  to  such 
beneficiary  for  purposes  of  allowing  the 
deduction  under  section  691  (c)  to  such 
beneficiary. 

(2)  For  determination  of  the  amount 
of  income  in  respect  of  a  decedent  re¬ 
ceived  by  the  beneficiary,  see  sections 
652  and  662,  and  §§  1.652  (b)-2  and 
1.662  (b)-2.  However,  for  this  purpose, 
distributable  net  income  as  defined  in 
section  643  (a)  and  the  regulations 
thereunder  shall  be  computed  without 
taking  into  account  the  estate  tax  de¬ 
duction  provided  in  section  691  (c)  and 
this  section.  Distributable  net  income 
as  modified  under  the  preceding  sen¬ 
tence  shall  be  applied  for  other  relevant 
purposes  of  subchapter  J  of  chapter  1 
of  the  Internal  Revenue  Code  of  1954, 
such  as  the  deduction  provided  by  sec¬ 
tion  651  or  661,  or  subpart  D  of  part  I 
of  subchapter  J,  relating  to  excess  dis¬ 
tributions  by  trusts. 

(3)  The  rule  stated  in  subparagraph 
(1)  of  this  paragraph  does  not  apply 
to  income  in  respect  of  a  decedent  which 
is  properly  allocable  to  corpus  by  the 
fiduciary  during  the  taxable  year  but 
which  is  distributed  to  a  beneficiary  in 
a  subsequent  year.  The  deduction  pro¬ 
vided  by  section  691  (c)  in  such  a  case 
is  allow’able  only  to  the  estate  or  trust. 
If  any  amount  properly  paid,  credited, 
or  required  to  be  distributed  by  a  trust 
qualifies  as  a  distribution  under  section 
666,  the  fact  that  a  portion  thereof  con¬ 
stitutes  income  in  respect  of  a  decedent 
shall  be  disregarded  for  the  purposes  of 
determining  the  deduction  of  the  trust 
and  of  the  beneficiaries  under  section  691 
(c)  since  the  deduction  for  estate  taxes 
was  taken  into  consideration  in  comput¬ 
ing  the  undistributed  net  income  of  the 
trust  for  the  preceding  taxable  year. 

(b)  This  section  shall  apply  only  to 
amounts  properly  paid,  credited,  or  re¬ 
quired  to  be  distributed  in  taxable  years 
of  an  estate  or  trust  beginning  after  De¬ 
cember  31,  1953,  and  ending  after  Au¬ 
gust  16,  1954,  except  as  otherwise 
provided  in  paragraph  (c)  of  this  sec¬ 
tion. 

(c)  In  the  case  of  an  estate  or  trust 
heretofore  taxable  under  the  provisions 
of  the  Internal  Revenue  Code  of  1939, 
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amounts  paid,  credited,  or  to  be  distrib¬ 
uted  during  its  first  taxable  year  subject, 
to  the  Internal  Revenue  Code  of  1954 
which  would  have  been  treated  as  paid, 
credited,  or  to  be  distributed  on  the  last 
day  of  the  preceding  taxable  year  if  the 
Internal  Revenue  Code  of  1939  were  still 
applicable  shall  not  be  subject  to  the  pro¬ 
visions  of  section  691  (c)  (1)  (B)  or 
this  section.  See  section  683  and  the 
regulations  thereunder. 

(d)  The  provisions  of  this  section  may 
be  illustrated  by  the  following  example, 
in  which  it  is  assumed  that  the  estate 
and  the  beneficiary  make  their  returns 
on  the  calendar  year  basis: 

Example.  (1)  The  fiduciary  of  an  estate  re¬ 
ceives  taxable  interest  of  $5,500  and  income 
in  respect  of  a  decedent  of  $4,500  dining  the 
taxable  year.  Neither  the  will  of  the  de¬ 
cedent  nor  local  law  requires  the  allocation 
to  corpus  of  Income  in  respect  of  a  decedent. 
The  estate  tax  attributable  to  the  income  in 
respect  of  a  decedent  is  $1,500.  In  his  dis¬ 
cretion,  the  fiduciary  distributes  $2,000 
(falling  within  sections  661  (a)  and  662  (a) ) 
to  a  beneficiary  during  that  year.  On  these 
facts  the  fiduciary  and  beneficiary  are  re¬ 
spectively  entitled  to  estate  tax  deductions 
of  $1,200  and  $300,  computed  as  follows: 

(2)  Distributable  net  income  computed 
under  section  643  (a)  without  regard  to  the 
estate  tax  deduction  under  section  691  (c) 
is  $10,000,  computedas  follows: 


Taxable  Interest _ _ _ _ _ $5,  600 

Income  in  respect  of  a  decedent _  4, 500 

Total _ 10.000 


(3)  Inasmuch  as  the  distributable  net  in¬ 
come  of  $10,000  exceeds  the  amount  of  $2,000 
distributed  to  the  beneficiary,  the  deduction 
allowable  to  the  estate  under  section  661  (a) , 
and  the  amount  taxable  to  the  beneficiary 
under  section  662  (a)  is  $2,000. 

(4)  The  character  of  the  amounts  dis¬ 
tributed  to  the  beneficiary  under  section 
662  (b)  is  shown  in  the  following  table: 


Taxable 

interest 

Income 
in  respect 
of  a 

decedent 

Total 

Distributable  net  income.. 

$5,500 

$4,500 

$10,000 

Amount  deemed  distrib- 

uted  under  section 

662  (b) . 

1, 100 

000 

2,000 

(5)  Accordingly,  the  beneficiary  will  be 
entitled  to  an  estate  tax  deduction  of  $300 
(900/4,500  X  $1,500)  and  the  estate  will  be 
entitled  to  an  estate  tax  deduction  of  $1,200 
(3,600/4,500  X  $1,500). 

(6)  The  taxable  income  of  the  estate  is 
$6,200,  computed  as  fpUows: 

Gross  income _ _ _ _ _ _  $10,  000 

Less: 

Distributions  to  the  bene¬ 
ficiary _ $2,000 

Estate  tax  deduction  under 

section  691  (c) _  1,200 

Personal  exemption _ 600 

*  ^  3, 800 


Taxable  income _  6, 200 

§  1.691  (d)  Statutory  provisions;  re¬ 
cipients  of  income  in  respect  of  dece¬ 
dents;  amounts  received  by  surviving 
annuitant  under  joint  and  survivor  an¬ 
nuity  contract. 

Sec.  691.  Recipients  of  income  in  respect 
of  decedents.  •  •  • 

(d)  Amounts  received  by  surviving  annui¬ 
tant  under  joint  and  survivor  annuity  con¬ 


tract — (1)  Deduction  for  estate  tax.  For 
purposes  of  computing  the  deduction  under 
subsection  (c)  (1)  (A) ,  amounts  received  by 
a  surviving  annuitant — 

(A)  As  an  annuity  under  a  Joint  and  sur¬ 
vivor  annuity  contract  where"  the  decedent 
annuitant  died  after  December  31,  1953,  and 
after  the  annuity  starting  date  (as  defined  in 
section  72  (c)  (4)),  and 

(B)  During  the  surviving  annuitant’s  life 

expectancy  period,  ^ 

shall,  to  the  extent  included  in  gross  Income 
under  section  72,  be  considered  as  amounts 
included, in  gross  income  under  subsection 
(a). 

(2)  Net  value  for  estate  tax  purposes.  In 
determining  the  net  value  for  estate  tax 
purposes  under  subsection  (c)  (2)  (B)  for 
purposes  of  this  subsection,  the  value  for 
estate  tax  purposes  of  the  items  described 
in  paragraph  (1)  of  this  subsection  shall  be 
computed — 

(A)  By  determining  the  excess  of  the  value 
of  the  annuity  at  the  date  of  the  death  of 
the  deceased  annuitant  over  the  total 
amount  excludable  from  the  gross  Income 
of  the  siirvivlng  annuitant  under  section 
72  during  the  surviving  annuitant’s  life 
expectancy  period,  and 

(B)  By  multiplying  the  figure  so  obtained 
by  the  ratio  which  the  value  of  the  annuity 
for  estate  tax  piirposes  bears  to  the  value  of 
the  annuity  at  the  date  of  the  death  of  the 
deceased. 

(3)  Definitions.  For  purposes  of  this  sub¬ 
section — 

(A)  ’The  term  “life  expectancy  period” 
means  the  period  beginning  with  the  first 
day  of  the  first  period  for  which  an  amount 
is  received  by  the  surviving  azmuitant  under 
the  contract  and  ending  with  the  close  of 
the  taxable  year  with  or  in  which  falls 
the  termination  of  the  life  expectancy  of 
the  surviving  annuitant.  For  purposes  of 
this  subparagraph,  the  life  expectancy  of 
the  siirviving  annuitant  shall  be  deter¬ 
mined,  as  of  the  date  of  the  death  of  the 
deceased  annuitant,  with  reference  to  ac¬ 
tuarial  tables  prescribed  by  the  Secretary 
or  his  delegate.. 

(B)  The  surviving  annuitant’s  expected 
return  under  the  contract  shall  be  computed, 
as  of  the  death  of  the  deceased  annuitant, 
with  reference  to  actuarial  tables  prescribed 
by  the  Secretary  or  his  delegate. 

§  1.691  (d)-l  Amounts  received  by 
surviving  annuitant  under  joint  and  sur¬ 
vivor  annuity  contract — (a)  In  general. 
Under  section  691  (d),  annuity  pay¬ 
ments  received  by  a  surviving  annuitant 
under  a  joint  and  survivor  annuity  con¬ 
tract  (to  the  extent  indicated  in  para¬ 
graph  (b)  of  this  section)  are  treated  as 
income  in  respect  of  a  decedent  under 
section  691  (a)  for  the  purpose  of  allow¬ 
ing  the  deduction  for  estate  tax  provided 
for  in  section  691  (c)  (1)  (A).  This  sec¬ 
tion  applies  only  if  the  deceased  an¬ 
nuitant  died  after  December  31,  1953, 
and  after  the  annuity  starting  date  as 
defined  in  section  72  (c)  (4) . 

(b)  Special  value  for  surviving  an¬ 
nuitant’s  payments.  Section  691  (d) 
provides  a  special  value  for  the  surviving 
annuitant’s  payments  to  determine  the 
amount  of  the  estate  tax  deduction  pro¬ 
vided  for  in  section  691  (c)  (1)  (A). 
This  special  value  is  determined  by 
multiplying — 

(1)  The  excess  of  the  value  of  the 
annuity  at  the  date  of  death  of  the  de¬ 
ceased  annuitant  over  the  total  amount 
excludable  from  the  gross  income  of  the 
surviving  annuitant  imder  section  72 
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during  his  life  expectancy  period  (see 
paragraph  (d)  (1)  (i)  of  this  section) 

by 

(2)  A  fraction  consisting  of  the  value 
of  the  annuity  for  estate  tax  purposes 
over  the  value  of  the  annuity  at  the  date 
of  death  of  the  deceased  annuitant. 

This  special  value  is  used  for  the  purpose 
of  determinii^  the  net  value  for  estate 
tax  purposes  (see  section  691  (c)  (2) 
(B)  and  paragraph  (a)  (1)  of  §1.691 

(c) -l)  and  for  the  purpose  of  determing 
the  portion  of  estate  tax  attributable  to 
the  survivor’s  annuity  (see  paragraph 
(a)  of  §1.691  (c)-l). 

(c)  Amount  of  deduction.  The  por¬ 
tion  of  estate  tax  attributable  to  the 
survivor’s  annuity  (see  paragraph  (a) 
of  §  1.691  (c)-l)  is  allowabale  as  a  de¬ 
duction  to  the  surviving  annuitant  over 
his  life  expectancy  period.  If  the  surviv¬ 
ing  annuitant  continues  to  receive  an¬ 
nuity  pasnnents  beyond  this  period,  there 
is  no  further  deduction  under  section  691 

(d) .  If  the  surviving  annuitant  dies  be¬ 
fore  expiration  of  such  period,  there  is 
no  compensating  adjustment  for  the 
imused  deduction. 

(d)  Definitions,  (1)  For  purposes  of 
section  691  (d)  and  this  section — 

(1)  The  term  “life  expectancy  period” 
means  the  period  beginning  with  the  first 
day  of  the  first  period  for  which  an 
amount  is  received  by  the  surviving  an¬ 
nuitant  under  the  contract  and  ending 
with  the  close  of  the  taxable  year  with  or 
in  which  falls  the  termination  of  the  life 
expectancy  of  the  surviving  annuitant. 

(ii)  The  life  expectancy  of  the  sur¬ 
viving  annuitant  shall  be  determined  as 
of  the  date  of  death  of  the  deceased  an¬ 
nuitant,  with  reference  to  actuarial  Table 
I  set  forth  in  §  1.72-9  (but  without  mak¬ 
ing  any  adjustment  under  paragraph  (a) 
(2)  of  §  1.72-5). 

(iii)  The  value  of  the  annuity  at  the 
date  of  death  of  the  deceased  annuitant 
shall  be  the  entire  value  of  the  survivor’s 
annuity  determined  by  reference  to  the 
principles  set  forth  in  section  2031  and 
the  regulations  thereunder,  relating  to 
the  valuation  of  annuities  for  estate  tax 
purposes. 

(iv)  The  value  of  the  annuity  for 
estate  tax  purposes  shall  be  that  portion 
of  the  value  determined  under  subdivi¬ 
sion  (iii)  of  this  subparagraph  which 
was  includible  in  the  deceased  an¬ 
nuitant’s  gross  estate. 

(2)  The  determination  of  the  “life  ex¬ 
pectancy  period”  of  the  survivor  for 
purposes  of  section  691  (d)  may  be 
illustrate  by  the  following  example: 

Example.  H  and  W  file  their  Income  tax 
returns  on  the  calendar  year  basis.  H  dies 
on  July  15,  1955,  on  which  date  W  is  70 
years  of  age.  On  August  1,  1955,  W  receives 
a  monthly  payment  under  a  Joint  and  sur¬ 
vivor  annuity  contract.  W’s  life  expectancy 
determined  as  of  the  date  of  H’s  death  Is 
15  years  as  determined  from  Table  I  in 
S  1.72-9;  thus  her  life  expectancy  ends  on 
July  14,  1970.  Under  the  provisions  of  sec¬ 
tion  691  (d),  her  life  expectancy  period  be¬ 
gins  as  of  July  1,  1955,  and  ends  as  of  De¬ 
cember  31,  1970,  thus  giving  her  a  life 
expectancy  period  of  15  years. 

(e)  Examples.  The  application  of 
section  691  (d)  and  this  section  may  be 
illustrated  by  the  following  examples: 


Example  (f).  (1)  H  and  W,  husband  and 

wife,  purchased  a  joint  and  survivor  annuity 
contract  for  $203,800  providing  for  monthly 
payments  of  $1,000  starting  January  28,  1954, 
and  continuing  for  their  joint  lives  and  for 
the  remaining  life  of  the  survivor.  H  con¬ 
tributed  $152,850  and  W  contributed  $50,950 
to  the  cost  of  the  annuity.  As  of  the  annuity 
starting  date.  January  1,  1954,  H’s  age  at 
his  nearest  birthday  was  70  and  W’s  age  at 
her  nearest  birthday  was  67.  H  dies  on  Jan¬ 
uary  1,  1957,  and  beginning  on  January  28, 
1957,  W  receives  her  monthly  payments  of 
$1,000.  The  value  of  the  annuity  at  the  date 
of  H’s  death  is  $159,000  (see  paragraph  (d) 
(1)  (ill)  of  this  section),  and  the  value  of 
the  annuity  for  estate  tax  purposes  (see 
paragraph  (d)  (1)  (Iv)  of  this  section)  la 
$119,250  (152,850/203,800  of  $159,000).  As 
of  the  date  of  H’s  death,  W’s  age  is  70  and 
her  life  expectancy  period  is  15  years  (see 
paragraph  (d)  of  this  section  for  method  of 
computation).  Both  H  and  W  reported  in¬ 
come  by  use  of  the  cash  receipts  and  dis¬ 
bursements  method  and  filed  income  tax 
returns  on  the  calendar  year  basis. 

(2)  The  following  computations  illustrate 
the  application  of  section  72  in  determining 
the  excludable  portions  of  the  annuity  pay¬ 
ments  to  W  during  her  life  expectancy 
period : 

Amount  of  annuity  payments  per 

year  (12  x $1,000) _ $12,000 

Life  expectancy  of  H  and  W  as  of  the 
annuity  starting  date  (see  sec¬ 
tion  72  (c)  (3)  (A)  and  Table  II 
of  §  1.72-9  (male,  age  70;  female, 

age  67)) _ 19.7 

Expected  return  as  of  the  annuity 
starting  date,  January  1,  1954 
($12,000X19.7  as  determined 
under  section  72  (c)  (3)  (A) 

andpaiagraph  (b)  of  §  1.72-5) _ $236,400 

Investment  ip  the  contract  as  of 
the  annuity  starting  date,  Jan. 

1,  1954  (see  section  72  (c)  (1) 

and  paragraph  (a)  of  §  1.72-6) _ $203,800 

Exclusion  ratio  (203,800/236,400  as 
determined  under  section  72  (b) 

and  §1.72-4)  (percent) _  86.2 

Exclusion  per  year  under  section 

72  ($12,000X86.2  percent) _ $10,344 

Excludable  during  W’s  life  expect¬ 
ancy  period  ($10,344  X 15) _ $155, 160 

(3)  For  the  purpose  of  computing  the 
deduction  for  estate  tax  under  section  691 
(c),  the  value  for  estate  tax  purposes  of 
the  amounts  includible  in  W’s  gross  income 
and  considered  income  in  respect  of  a  de¬ 
cedent  by  virtue  of  section  691  (d)  (1)  is 
$2,880.  This  amount  is  arrived  at  in  accord¬ 
ance  with  the  formula  contained  in  section 
691  (d)  (2),  as  follows: 


Value  of  annuity  at  date  of  H’s 

death . . . $159,000 

Total  amount  excludable  from  W’s 
gross  income  under  section  72 
during  W’s  life  expectancy  period 
(see  subparagraph  (2)  of  this  ex¬ 
ample) _ $155,160 

Excess _  $3,  840 

Ratio  which  value  of  annuity  for 
estate  tax  purposes  bears  to  value 
of  annuity  at  date  of  H’s  death 

(119,250/159,000)  (percent) _  75 

Value  for  estate  tax  purposes  (75 
percent  of  $3,840) _  $2,880 


This  amount  ($2,880)  is  Included  in  the 
items  of  income  under  section  691  (a)  (1) 
for  the  purpose  of  determining  the  estate 
tax  attributable  to  each  item  under  section 
691  (c)  (1)  (A).  The  estate  tax  determined 
to  be  attributable  to  the  item  of  $2,880  Is 
then  allowed  as  a  deduction  to  W  over  her 
15-year  life  expectancy  period  (see  example 
(2)  of  this  paragraph). 

Example  (2).  Assume,  In  addition  to  the 
facts  contained  in  example  (1)  of  this  para¬ 
graph,  that  H  was  an  attorney  and  was  en¬ 


titled  at  the  date  of  his  death  to  a  fee  for 
services  rendered  in  a  cas^  not  completed  at 
the  time  of  his  death,  which  fee  was  valued 
at  $1,000,  and  to  accrued  bond  Interest,  which 
was  valued  at  $500.  Taking  into  considera¬ 
tion  the  annuity  payments  of  example  (i) 
valued  at  $2,880,  a  total  of  $4,380  was  in.! 
eluded  in  his  gross  estate  in  respect'  of  in. 
come  described  in  section  691  (a)  (1).  There 
were  deducted  as  claims  against  his  estate 
$280  for  business  expenses  for  which  his 
estate  was  liable  and  $100  for  taxes  accrued 
on  certain  property  which  he  owned.  In  all, 
$380  was  deducted  for  claims  which  repre¬ 
sent  amounts  described  in  section  691  (b) 
which  are  allowable  as  deductions  to  his 
estate  or  to  the  beneficiaries  of  his  estate. 
His  gross  estate  was  $404,250  and  considering 
deductions  of  $15,000,  a  marital  deduction  of 
$119,250  (assuming  the  annuity  to  be  the 
only  qualifying  gift)  and  an  exemption 
of  $60,000,  his  taxable  estate  amounted 
to  $210,000.  The  estate  tax  on  this  amount 
is  $53,700  from  which  is  subtracted  a  $175 
credit  for  State  death  taxes,  leaving  an  estate 
tax  liability  of  $53,525.  W  may  deduct,  in 
computing  her  taxable  income  during  each 
year  of  her  15-year  life  expectancy  period, 
$14.73  on  account  of  the  estate  tax  attribut¬ 
able  to  the  value  for  estate  tax  purposes  of 
that  portion  of  the  annuity  payments  con¬ 
sidered  Income  in  respect  of  a  decedent, 
computed  as  follows: 


(1)  (1)  Value  of  Income  described 
in  section  691  (a)  (1)  included 

in  computing  gross  estate _ $4, 380. 00 

(il)  Deductions  in  computing 
gross  estate  for  claims  repre¬ 
senting  deductions  described  in 
section  691  (b) .  880.00 


(iii)  Net  value  of  items  de¬ 
scribed  in  section  691  (a) 

(1)  _ _  4,000.00 


(2)  (1)  Estate  tax_ .  53,525.00 


(ii)  Less:  Estate  tax  computed 
■  without  Including  $4,000  (item 
(1)  (iii) )  in  gross  estate  and  by 
reducing  marital  deduction  by 
$2,880  (portion  of  item  (1)  (iii) 
allowed  as  a  marital  deduc¬ 


tion) _  53,189.00 


(ill)  Portion  of-  estate  tax 
attributable  to  net  value 

of  income  items _  836.00 

(3)  (1)  Value  in  gross  estate  of 
income  attributable  to  annuity 
payments _  2,  880. 00 


(ii)  Value  in  gross  estate  of  all 
income  items  described  in  sec¬ 
tion  691  (a)  (1)  (item(l)  (i))-  4.380.00 
(ill)  Part  of  estate  tax  attribut¬ 
able  to  annuity  Income 


(2,880/4,380  Of  $336) . —  220. 93 

(iv)  Deduction  each  year  on  ac¬ 
count  of  estate  tax  attributable 
to  annuity  Income  ($220.93-7-15 
(life  expectancy  period)) _  14.73 


§  1.691  (e)  Statutory  provisions;  re¬ 
cipients  of  income  in  respect  of  dece¬ 
dents;  cross  reference. 

Sec.  691.  Recipients  of  income  in  respect 
of  decedents.  *  *  * 

(e)  Cross  reference.  For  application  of 
this  section  to  Income  in  respect  of  a  de¬ 
ceased  partner,  see  section  753. 

§  1.691  (e)-l  Cross  reference.  See 
section  753  and  the  regulations  there¬ 
under  for  application  of  section  691  to 
income  in  respect  of  a  deceased  partner. 

§  1.692  Statutory  provisions;  income 
taxes  on  members  of  Armed  Forces  on 
death. 

Sec.  692.  Income  taxes  on  members  of 
Armed  Forces  on  death.  In  the  case  of  any 
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individual  who  dies  during  an  induction 
period  (as  defined  in  section  112  (c)  (5) ) 
J(Wle  In  active  service  as  a  member  of  the 
Armed  Forces  of  the  United  States,  if  such 
death  occurred  while  serving  in  a  combat 
zone  (as  determined  under  section  112)  or 
as  a  result  of  wounds,  disease,  or  injury  in¬ 
curred  while  so  serving — 

(1)  Any  tax  imposed  by  this  subtitle  shall 
not  apply  with  respect  to  the  taxable  year 
In  which  falls  the  date  of  his  death,  or  with 
respect  to  any  prior  taxable  year  ending  on 
or  after  the  first  day  he  so  served  in  a  com¬ 
bat  zone  after  June  24,  1950;  and 

(2)  Any  tax  under  this  subtitle  and  under 
the  corresponding  provisions  of  prior  revenue 
laws  for  taxable  years  preceding  those  speci¬ 
fied  in  paragraph  (1)  which  is  unpaid  at  the 
date  of  his  death  (including  Interest,  addi¬ 
tions  to  the  tax,  and  additional  amounts) 
shall  not  be  assessed;  and  if  assessed  the 
assessment  shall  be  abated,  and  if  collected 
shall  be  credited  or  refunded  as  an  over¬ 
payment. 

§  1.692-1  Abatement  of  income  taxes 
of  certain  members  of  the  Armed  Forces 
of  the  United  States  upon  death,  (a) 

If  an  individual  dies  during  an  induction 
period  (as  defined  in  section  112  (c)  (5) ) 
while  in  active  service  as  a  member  of 
the  Armed  Forces  of  the  United  States, 
and  such  death  occurs  while  serving  in  a 
combat  zone  (as  determined  under  sec¬ 
tion  112)  or  at  any  place  as  a  result  of 
wounds,  disease,  or  injury  incurred  while 
so  serving,  then — 

(1)  The  tax  liability  of  such  individ¬ 
ual,  under  subtitle  A  of  the  Internal 
Revenue  Code  of  1954  or  under  chapter  1 
of  the  Internal  Revenue  Code  of  1939,  for 
the  taxable  year  ending  on  the  date  of 
his  death,  and  for  any  prior  taxable  year 
ending  on  or  after  the  first  day  he  so 
served  in  a  combat  zone  after  June  24, 
195(),  is  cancelled  and  if  the  tax  (includ¬ 
ing  'interest,  additions  to  the  tax,  and 
additional  amounts)  is  assessed,  the  as¬ 
sessment  shall  be  abated,  and  if  the 
amount  of  such  tax  is  collected  (regard¬ 
less  of  the  date  of  collection)  the  amoimt 
so  collected  shall  be  credited  or  refunded 
as  an  overpayment ;  and 

(2)  That  amount  of  tax  of  such  indi¬ 
vidual  for  taxable  years  preceding  those 

‘specified  in  subparagraph  (1)  of  this 
paragraph,  imder  subtitle  A  of  the  In¬ 
ternal  Revenue  Code  of  1954,  chapter  1 
of  the  Internal  Revenue  Code  of  1939  or 
corresponding  provisions  of  prior  reve¬ 
nue  laws,  which  remains  unpaid  as  of  the 
date  of  death  shall  not  be  assessed,  and 
if  any  such  unpaid  tax  (including  inter¬ 
est,  additions  to  the  tax.  and  additional 
amounts)  has  been  assessed,  such  assess¬ 
ment  shall  be  abated,  and  if  the  amount 
of  any  such  unpaid  tax  is  collected  sub¬ 
sequent  to  the  date  of  death,  the  amount 
so  collected’ shall  be  credited  or  refunded 
as  an  overpayment. 

As  to  what  constitutes  an  induction 
period,  active  service  as  a  member  of  the 
Armed  Forces,  service  in  a  combat  zone, 
and  wounds,  disease,  or  injury  incurred 
while  serving  in  a  combat  zone,  see  sec¬ 
tion  112  and  the  regulations  thereunder. 
As  to  who  are  members  of  the  Armed 
Forces,  see  section  7701  (a)  (15)  and  the 
regulations  thereunder. 

(b)  If  such  an  individual  and  his 
spouse  have  for  any  such  year  filed  a 
joint  return,  the  tax  abated,  credited, 
or  refunded  pursuant  to  the  provisions 
of  section  692  for  such  year  shall  be  an 
amount  equal  to  that  portion  of  the 


Joint  tax  liability  which  is  the  same  per¬ 
centage  of  such  joint  tax  liability  as  a 
tax  computed  upon  the  separate  income 
of  such  individual  is  of  the  sum  of  the 
taxes  computed  upon  the  separate  in¬ 
come  of  such  individual  and  his  spouse, 
but  with  respect  to  taxable  years  ending 
before  June  24,  1950,  and  with  respect 
to  taxable  years  ending  before  the  first 
day  such  individual  served  in  a  combat 
zone,  as  determined  under  section  112, 
the  amount  so  abated,  credited,  or  re¬ 
funded  shall  not  exceed  the  amount 
unpaid  at  the  date  of  death.  For  such 
purpose,  the  separate  tax  of  each 
spouse — 

(1)  For  taxable  years  beginning  after 
December  31,  1953,  and  ending  after 
August  16,  1954,  shall  be  the  tax  com¬ 
puted  under  subtitle  A  of  the  Internal 
Revenue  Code  of  1954  before  the  appli¬ 
cation  of  sections  31,  32,  6401  (b),  and 
6402,  but  after  the  application  of  section 
33,  as  if  such  spouse  were  required  to 
make  a  separate  income  tax  return;  and 

(2)  For  taxable  years  beginning  be¬ 
fore  January  1,  1954,  and  for  taxable 
years  beginning  after  December  31, 1953, 
and  ending  before  August  17,  1954,  shall 
be  the  tax  computed  under  chapter  1 
of  the  Internal  Revenue  Code  of  1939 
before  the  application  of  sections  32,  35, 
and  322  (a),  but  after  the  application 
of  section  31,  as  if  such  spouse  were  re¬ 
quired  to  make  a  separate  income  tax 
return. 

(c)  If  such  an  Individual  and  his 
spouse  filed  a  joint  declaration  of  esti¬ 
mated  tax  for  the  taxable  year  ending 
with  the  date  of  his  death,  the  estimated 
tax  paid  pursuant  to  such  declaration 
may  be  treated  as  the  estimated  tax  of 
either  such  individual  or  his  spouse,  or 
may  be  divided  between  them,  in  such 
manner  as  his  legal  representative  and 
such  spouse  may  agree.  Should  they 
agree  to  treat  such  estimated  tax,  or  any 
portion  thereof,  as  the  estimated  tax  of 
such  individual,  the  estimated  tax  so 
paid  shall  be  credited  or  refunded  as  an 
overpayment  for  the  taxable  year  end¬ 
ing  with  the  date  of  his  death. 

(d)  For  the  purpose  of  determining 
the  tax  which  is  unpaid  at  the  date  of 
death,  amounts  deducted  and  withheld 
under  chapter  24,  subtitle  C  of  the  In¬ 
ternal  Revenue  Code  of  1954,  or  under 
subchapter  D,  chapter  9  of  the  Internal 
Revenue  Code  of  1939  (relating  to  in¬ 
come  tax  withheld  at  source  on  wages) , 
constitute  payment  of  tax  imposed  under 
subtitle  A  of  the  Internal  Revenue  Code 
of  1954  or  under  chapter  1  of  the  Inter¬ 
nal  Revenue  Code  of  1939,  as  the  case 
may  be. 

(e)  This  section  shall  have  no  applica¬ 
tion  whatsoever  with  respect  to  the  li¬ 
ability  of  an  individual  as  a  transferee 
of  property  of  a  taxpayer  where  such 
liability  relates  to  the  tax  imposed  upon 
the  taxpayer  by  subtitle  A  of  the  Inter¬ 
nal  Revenue  Code  of  1954  or  by  chapter 
1  of  the  Internal  Revenue  Code  of  1939. 

[seal]  Russell  C.  Harrington, 

Commissioner  of  Internal  Revenue. 

Approved:  October  3,  1957. 

Fred  C.  Scribner,  Jr., 

Acting  Secretary  of  the  Treasury, 

[P.  R.  Doc.  57-8242;  Piled.  Oct.  7,  1957; 
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TITLE  32— NATIONAL  DEFENSE 

Chapter  I — Office  of  the  Secretary  of 
Defense 

Subchapfer  A— 'Armed  Services  Procurement 
Regulations 
[Arndt.  22] 

Miscellaneous  Amendments 

The  following  miscellaneous  amend¬ 
ments  have  been  made  to  this  sub¬ 
chapter: 

Part  1 — ^Introduction 

SUBPART  C — GENERAL  POLICIES 

Section  1.303  has  been  added.  Section 
1.303  implements  and  codifies  Depart¬ 
ment  of  Defense  policy  providing  that 
approval  signatures  on  contracts  or  pur¬ 
chase  authorizations  shall  be  minimized. 
Where  multiple  approval  signatures  are 
required,  the  objective  shall  be  to  obtain 
thum  concurrently.  Section  1.303  reads 
as  follows: 

§  1.303  Approval  signatures.  Ap¬ 
proval  signatuies  on  contracts  or  pur¬ 
chase  authorizations  shall  be  minimized 
to  the  greatest  practical  extent  and,  in 
the  event  that  multiple  approval  sig¬ 
natures  are  required,  they  shall,  where 
possible,  be  obtained  concurrently. 

§  1.304  [Reserved.] 

SUBPART  r — DEBARRED,  INELIGIBLE,  AND 
SUSPENDED  BIDDERS 

1.  Section  1.602  (d),  as  amended,  now 
requires  that,  following  debarment  for 
violation  of  the  Buy  American  Act,  find¬ 
ings  upon  which  the  debarment  is  based 
shall  be  published  in  the  Federal  Regis¬ 
ter.  Section  1.602  (d),  as  revised,  reads 
as  follows: 

§  1.602  Basis  for  addition  of  firms  and 
individuals  on  list,  t  *  * 

(d)  Those  determined  by  the  Secre¬ 
tary  of  a  Department  in  accordance  with 
section  3  (b)  of  the  Buy  Ameriban  Act 
(Public  Law  428,  72d  Congress;  47  Stat. 
1520;  41  U.  S.  Code  10b  (b)),  to  have 
failed  to  comply  with  the  provisions  of 
section  3  (a)  of  that  act  under  any  con¬ 
tract  containing  the  specific  provisions 
required  by  said  section  3  (a)  and  made 
by  the  Department  for  construction,  al¬ 
teration,  or  repair  of  any  public  building 
or  public  work.  The  findings  which  sup¬ 
port  such  a  determination  under  section 
3  (b)  of  that  act  shall  be  published  in  the 
Federal  Register. 

2.  Section  1.603-1  has  been  amended 
to  provide  that  debarred  bidders  shall 
not  be  furnished  with  invitations  for  bids 
and  requests  for  proposals.  Section 
1.603-1,  as  revised,  reads  as  follows: 

§  1.603  Treatment  to  be  accorded 
firms  or  individuals  in  debarred  or  in¬ 
eligible  status. 

§  1.603-1  Total  restrictions.  (a) 
Contracts  shall  not  be  awarded  to.  nor 
shall  bids  or  proposals  be  solicited  from, 
nor  shall  invitations  for  bids  or  requests 
for  proposals  be  furnished  to,  firms  or  in¬ 
dividuals  which  are  listed  on  the  follow¬ 
ing  bases:  (1)  Violation  of  agreements 
or  representations  required  by  the 
Walsh-Heajey  Public  Contracts  Act  (see 


8000 


RULES  AND  REGULATIONS 


9  1.602  (a) ;  (2)  violation  of  the  Davis- 
Bacon  Act  (see  9  1.602  (b) ) ;  and  (3)  de* 
barment  by  the  Secretary  of  the  Depart¬ 
ment  considering  the  proposed  procure¬ 
ment  (see  §  1.602  (c)).  However,  with 
respect  to  (3)  above,  when  it  is  deter¬ 
mined  to  be  in  the  best  interests  of  the 
Government  by  the  Secretary  of  a  De¬ 
partment,  or  his  authorized  representa¬ 
tive,  an  exception  may  be  made  with  re¬ 
spect  to  a  particular  procurement  action. 

(b)  Administration  of  current  con¬ 
tracts  in  all  phases  may  be  continued 
unless  otherwise  directed  by  the  Secre¬ 
tary  of  the  Department  concerned,  or  his 
authorized  representative. 

(c)  Payment  of  all  or  part  of  funds 
due  or  to  become  due  may  be  withheld 
when  such  action  is  determined  to  be  in 
the  best  interest  of  the  Government  by 
the  Secretary  of  the  Department  con¬ 
cerned,  or  his  authorized  representative. 

(d)  In  those  contracts  where  the  Gov¬ 
ernment  has  reserved  the  right  of  ap¬ 
proval  of  subcontracts,  and  the  name  of 
the  proposed  subcontractor  is  carried  on 
a  consolidated  list,  the  contracting  officer 
should,  where  appropriate,  disapprove 
an  award  of  a  subcontract  to  such  firm 
or  individual. 

3.  (a)  Sections  1.604-1  (a)  and  1.605-1 
have  been  amended  to  authorize  suspen¬ 
sion  and  debarments,  respectively,  of 
bidders  for  suspicions  of  commission  or 
the  actual  commission  of  several  specific 
crimes  not  necessarily  connected  with 
Government  business,  “or  any  other 
offense  indicating  a  lack  of  business 
Integrity  or  business  honesty,  which  seri¬ 
ously  and  directly  affects  the  question  of 
present  responsibility  as  a  Government 
contractor”. 

(b)  Section  1.604.1  (c)  has  been  added, 
to  authorize  debarment  “for  such  other 
ca'ose  of  such  serious  and  compelling 
nature  as  may  be  detAmined  by  the  Sec¬ 
retary  of  the  Department  concerned  to 
Justify  debarment”. 

(c)  Section  1.604-3  (a)  has  been 
amended  to  provide  for  notice  of  a  pro¬ 
posed  debarment,  as  well  as  a  notice  of 
subsequent  action,  i.  e.,  either  debarment 
or  decision  not  to  debar. 

(d)  Section  1.605^  has  been  amended 
to  authorize  inclusion  of  additional  rea¬ 
sons  for  suspension  included  in  the 
changes  discussed  above. 

Sections  1.604  and  1.605,  as  revised, 
read  as  follows: 

§  1.604  Causes  and  conditions  under 
which  Departments  may  debar  con¬ 
tractors.  The  Secretary  of  each  Depart¬ 
ment,  or  his  authorized  representative 
except  as  limited  below,  is  authorized  to 
debar  in  the  public  interest  a  firm  or  an 
individual  for  any  of  the  causes  and  un¬ 
der  all  the  conditions  set  forth  below. 
Debarment  of  a  firm  or  individual  under 
this  subpart  shall  operate  to  debar  such 
firm  or  individual  throughout  the  De¬ 
partment  of  Defense.  Placing  the  name 
of  an  individual  or  firm  on  the  consoli¬ 
dated  list  will  be  for  the  purpose  of  pro¬ 
tecting  the  interest  of  the  Government 
and  not  for  punishment. 

9  1.604-1  Causes  for  debarment,  (a) 
Conviction  by  or  a  judgment  obtained 
in  a  court  of  competent  jurisdiction  for 

(1)  commission  of  fraud  or  a  criminal 


offense  as  an  incident  to  obtaining,  at¬ 
tempting  to  obtain,  or  in  the  perform¬ 
ance  of  a  public  contract;  (2)  violation 
of  the  Federal  antitrust  statutes  arising 
out  of  the  submission  of  bids  or  propos¬ 
als;  or  (3)  commission  of  embezzlement, 
theft,  forgery,  bribery,  falsification  or 
destruction  of  records,  receiving  stolen 
property,  or  any  other  offense  indicating 
a  lack  of  business  integrity  or  business 
honesty,  vrhich  seriously  and  directly  af¬ 
fects  the  question  of  present  responsi¬ 
bility  as  a  Government  contractor.  If 
the  conviction  or  judgment  is  reversed 
on  appeal,  the  debarment  shall  be  re¬ 
moved  upon  receipt  of  notification 
thereof.  The  foregoing  does  not  neces¬ 
sarily  require  that  a  firm  or  individual 
be  debarred.  The  decision  to  debar  is 
discretionary;  the  seriousness  of  the  of¬ 
fense,  and  all  mitigating  factors  should 
be  considered  in  making  the  decision  to 
debar. 

(b)  Clear  and  convincing  evidence  of 
violation  of  contract  provisions,  as  set 
forth  below,  when  the  violation  is  of  a 
character  so  serious  as  to  justify  debar¬ 
ment  action: 

(1)  Willful  failure  to  perform  in  ac¬ 
cordance  with  the  specifications  or  de¬ 
livery  requirements  in  a  contract. 

(2)  A  history  of  failure  to  perform,  or 
of  unsatisfactory  performance.  In  ac¬ 
cordance  with  the  terms  of  one  or  more 
contracts:  Provided,  That  such  failure 
or  unsatisfactory  performance  is  within 
a  reasonable  period  of  time  preceding  the 
determination  to  debar.  Failure  to  per¬ 
form  or  unsatisfactory  performance 
caused  by  acts  beyond  the  control  of  the 
contractor  shall  not  be  considered  as  a 
basis  for  debarment. 

(3)  Violation  of  the  contractual  pro¬ 
vision  against  contingent  fees. 

(4)  Violation  of  the  “Gratuities” 
clause,  as  determined  by  the  Secretary 
in  accordance  with  the  provisions  of  the 
clause. 

(c)  For  other  cause  of  such  serious 
and  compelling  nature  as  may  be  deter¬ 
mined  by  the  Secretary  of  the  Depart¬ 
ment  concerned  to  justify  debarment. 

(d)  Debarment  for  any  of  the  above 
causes  by  some  other  executive  agency  of 
the  Government.  Such  debarment  may 
be  based  entirely  upon  the  record  of  facts 
obtained  by  the  original  debarring 
agency,  or  upon  a  combination  of  addi¬ 
tional  facts  with  the  record  of  facts  of 
the  original  debarring  agency. 

§  1.604-2  •  Period  of  debarment.  All 
debarments  shall  be  for  a  reasonable, 
definitely  stated  period  of  time,  com¬ 
mensurate  with  the  seriousness  of  the 
cause  therefor.  As  a  general  rule,  a 
period  of  debarment  should  not  exceed 
5  years  following  the  date  of  conviction 
for  fraud  or  other  criminal  offense,  or 
3  years  following  the  date  of  debarment 
for  any  other  cause.  Jn  the  event  de¬ 
barment  is  preceded  by  suspension,  con¬ 
sideration  shall  be  given  to  such  period 
of  suspension  in  determining  the  period 
of  debarment. 

§  1.604-3  Notice  of  debarment,  (a) 
The  firm  or  individual  concerned  shall 
be  furnished  with  a  written  notice  of  the 
proposed  debarment  stating  as  a  mini¬ 
mum:  (1)  the  fact  that  debarment  is 


being  considered;  (2)  the  reasons  for  the 
proposed  debarment;  and  (3)  the  period 
of  time  to  be  afforded  to  present  infor¬ 
mation  for  consideration.  If  debarment 
Is  effected,  the  firm  or  individual  shall  be 
notified  in  writing  within  10  days  after 
determination  of  debarment  has  been  < 
made.  This  notice  shall  (i)  reference 
the  earlier  notice  of  proposed  debar¬ 
ment,  (ii)  specify  the  reasons  for  de¬ 
barment,  (iii)  state  the  period  of  de¬ 
barment,  including  effective  dates,  and 
(iv)  advise  that  the  debarment  is  effec¬ 
tive  throughout  the  Department  of  De¬ 
fense.  If,  following  the  notice  of  pro¬ 
posed  debarment,  a  determination  is 
made  that  debarment  will  not  be  ef¬ 
fected,  the  firm  or  individual  shall  be 
notified  in  writing  accordingly. 

(b)  Copies  of  the  notice  of  debarment 
and  of  any  removals  from  such  debar¬ 
ment  shall  be  furnished  to  the  General 
Services  Administration. 

§  1.605  Suspension  of  bidders.  Sus¬ 
pension  of  a  contractor  or  bidder  is  a 
drastic  action  which  must  be  based  upon 
adequate  evidence  rather  than  mere  ac¬ 
cusation.  Placing  the  name  of  an  indi¬ 
vidual  or  firm  on  the  consolidated  list 
will  be  for  the  purpose  of  protecting  the 
interest  of  the  Government  and  not  for 
punishment.  The  suspension  of  a  bidder 
is  an  administrative  determination 
which  may  be  modified  when  determined 
to  be  in  the  interest  of  the  Government 

§  1.605-1  Causes  and  conditions  under 
whiph  Departments  may  suspend  con¬ 
tractors.  The  Secretary  of  a  Department 
or  his  authorized  representative  may,  in 
the  interest  of  the  Government,  suspend 
a  firm  or  individual: 

(a)  Suspected  of — 

(1)  Commission  of  fraud  or  a  criminal 
offense  as  an  Incident  to  obtaining,  at¬ 
tempting  to  obtain,  or  in  the  perform¬ 
ance  of  a  public  contract; 

(2)  Violation  of  the  Federal  antitrust 
statutes  arising  out  of  the  submission  of 
bids  and  proposals ;  or 

(3)  Commission  of  embezzlement, 
theft,  forgery,  bribery,  falsification  or 
destruction  of  records,  receiving  stolen 
property,  or  any  other  offense  indicating 
a  lack  of  business  integrity  or  business 
honesty,  which  seriously  and  directly 
affects  the  question  of  present  responsi¬ 
bility  as  a  Government  contractor,  or, 

(b)  For  other  cause  of  such  serious 
and  compelling  nature  as  may  be  deter¬ 
mined  by  the  Secretary  of  the  Depart¬ 
ment  concerned  to  justify  suspension. 

Suspension  of  a  firm  or  individual  by  the 
Secretary  of  a  Department,  or  his  au¬ 
thorized  representative,  shall  operate  to 
suspend  such  firm  or  individual  through¬ 
out  the  Department  of  Defense. 

§  1.605-2  Period  of  suspension.  All 
suspensions  shall  be  for  a  temporary 
period  pending  the  completion  of  investi¬ 
gation  and  such  legal  proceedings  as  may 
ensue.  Upon  the  completion  of  such  in¬ 
vestigation  or  proceedings,  the  suspen¬ 
sion  shall  be  removed  and,  if  appropriate, 
changed  to  a  debarment  in  accordance 
with  §  1.604.1  (a). 

§  1.605-3  Restrictions  during  period  of 
suspension.  During  a  period  of  suspen¬ 
sion  of  a  firm  or  individual,  the  following 
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policies  and  procedures  shall  be  appli¬ 
cable: 

(a)  Bids  and  proposals  will  not  be 
solicited  from  suspended  contractors. 
If  received,  bids  and  proposals  will  not  be 
considered  and  award  for  contracts  may 
not  be  made  to  suspended  contractors 
unless  it  is  determined  to  be  in  the  best 
interest  of  the  Government  by  the  Sec¬ 
retary  of  a  Department  or  his  authorized 
representative. 

(b)  Suspended  contractors  will  be  sub¬ 
ject  to  the  provisions  of  paragraphs  (b), 

(c),  and  (d)  of  §  1.603-1. 

§  1.605-4  Notice  of  suspension.  The 
firm  or  individual  concerned  shall  be 
furnished  a  written  notice  by  the  Secre¬ 
tary  of  the  Department  concerned,  or  his 
authorized  representative,  of  the  suspen¬ 
sion  within  10  days  after  the  effective 
date  of  the  suspension.  The  notice  of 
suspension  shall  state — 

(a)  That  the  suspension  is  based  on 
Information  that  the  firm  or  individual 
has  committed  irregularities  of  a  serious 
nature  in  business  dealings  with  the 
Government  or  that  the  suspension  is 
based  on  irregularities  which  seriously 
reflect  on  the  propriety  of  further  deal¬ 
ings  of  the  firm  or  individual  with  the 
Government ; 

(b)  That  the  suspension  is  for  a  tem¬ 
porary  period  pending  the  completion  of 
an  investigation  and  such  legal  proceed¬ 
ings  as  may  ensue ; 

(c)  That  bids  and  proposals  will  not 
be  solicited  from  the  firm  or  individual 
and  if  received  will  not  be  considered, 
and  awards  of  contracts  may  not  be 
made  unless  it  is  determined  to  be  in 
the  best  interest  of  the  Government  by 
the  Secretai*y  of  the  Department  or  his 
authorized  representative  to  do  so;  and 

(d)  That  the  suspension  is  effective 
throughout  the  Department  of  Defense. 

All  inquiries  concerning  suspended  con¬ 
tractors  shall  be  referred  to  the  Secre¬ 
tary  of  the  Department  concerned  or  his 
authorized  representative  for  appropri¬ 
ate  action.  The  Department  shall  not 
give  further  information  to  the  contrac¬ 
tor  or  his  representatives  concerning  the 
reasons  for  suspension  beyond  that 
stated  in  the  notice  of  suspension  set 
forth  above  until  the  Department  of 
Justice  has  been  advised  of  the  inquiry. 

(R.  S.  161;  6  U.  S.  C.  22) 


Part  2 — Procurement  by  Formal 
Advertising 

SUBPART  E— QUALIFIED  PRODUCTS 

Section  2.504-7  authorizes  denial  or 
withdrawal  of  qualification  of  a  product 
manufactured  by  a  firm  or  individual 
listed  on  the  consolidated  list  of  de¬ 
barred,  etc.,  contractors. 

§  2.504  Qualified  Products  Lists.  •  •  • 

§  2.504-7  Effect  of  debarment  or  sus~ 
pension.  Notwithstanding  any  other 
provision  of  this  Subpart  E,  the  inclu¬ 
sion  of  a  product  on  the  Qualified  Prod¬ 
ucts  List  may  be  denied,  and  the  ap¬ 
proval  of  a  listed  product  may  be  with¬ 
drawn,  by  the  Department  concerned, 
without  notification  to  the  manufac¬ 
turer,  if  the  name  of  the  manufacturer 
appears  on  the  list  of  debarred  or  ineli¬ 


gible  bidders  which  is  kept  pursuant  to 
Part  1,  Subpart  F.  With  reference  to 
Type  B  listings  (see  §  1.608),  the  provi¬ 
sions  of  this  paragraph  shall  be  appli¬ 
cable  only  if  the  qualified  product  is  in 
the  category  prescribed  by  the  Secre¬ 
tary  of  Labor  (see  §  1.603-3). 

(R.  S.  161;  5  U.  S.  C.  22) 


Part  3 — Procurement  by  Negotiation 
SUBPART  D — determinations  AND  FINDINGS 

Sections  3.403,  3.403-3  (b)  '(5)  (hi), 
and  3.403-3  (c)  (2)  have  been  revised  to 
clarify  the  point  that  ceiling  prices,  tar¬ 
get  prices,  or  minimum  prices  may  be 
adjusted  when  such  adjustment  results 
solely  from  the  operation  of  any  contract 
clause  providing  for  equitable  adjust¬ 
ment,  escalation,  or  other  revision  of  the 
contract  price  upon  the  occurrence  of  an 
event  or  a  contingency,  as  follows: 

§  3.403  Fixed-price  type  contracts. 
The  fixed-price  type  contract  generally 
provides  for  a  firm  price,  or  under  appro¬ 
priate  circumstances  may  provide  for  an 
adjustable  price,  for  the  supplies  or  serv¬ 
ices  which  are  being  procured.  In  pro¬ 
viding  for  an  adjustable  price,  the  con¬ 
tract  may  fix  a  ceiling  price,  target  price 
(including  target  cost),  or  minimum 
price.  However,  unless  otherwise  pro¬ 
vided  in  the  contract,  any  such  ceiling, 
target,  or  minimum  price  is  subject  to 
adjustment  resulting  solely  from  the 
operation  of  any  contract  clause  which 
provides  for  equitable  adjustment,  esi- 
calation,  or  other  revision  of  the  contract 
price  upon  the  occurrence  of  an  event  or 
a  contingency.  Fixed-price  contracts 
are  of  several  types  so  designed  as  to  fa¬ 
cilitate  proper  pricing  under  varying 
circumstances. 

§  3.403-3  Fixed-price  contract  provid¬ 
ing  for  the  redetermination  of  price. 

*  «  « 

(b)  Types  of  price  redetermination 
clauses.  *  *  • 

(6)  Retroactive  price  redetermination 
after  completion.  *  *  * 

(hi)  Limitation.  This  clause  shall 
only  be  used  upon  the  written  approval 
of  (a)  Office  of  the  Deputy  Chief  of  Staff 
for  Logistics  or  Offices  of  Heads  of  the 
Technical  Services,  for  the  Army;  (b) 
Office  of  Naval  Material,  for  the  Navy;, 
and  (c)  Headquarters,  Air  Materiel 
Command,  for  the  Air  Force.  The  cri¬ 
teria  for  the  use  and  submitting  of 
requests  for  approval  within  each  re¬ 
spective  Department  shall  be  the  respon- 
sibiUty  of  the  aforementioned  offices.  A 
price  ceihng  shall  be  established  for  this 
type  of  contract  in  accordance  with  the 
pohcy  set  forth  in  §  3.403-3  (c) . 

3.  (c)  Ceiling  price  provision.  *  *  * 

(2)  Ceiling  prices  may  be  subject  to 
adjustment  by  reason  of  the  operation 
of  other  contract  clauses.  (See  §  3.403.) 

SUBPART  F — SMALL  PURCHASES 

§  3.606-3  has  been  amended  so  as  to 
delete  the  requirement  that  supplies  or 
services  involved  be  readily  available 
from  the  local  trade  area,  as  a  condition 
for  use  of  the  blanket  purchase  agree¬ 
ment  method.  Section  3.606-3,  as  re¬ 
vised,  reads  as  follows: 


§  3.606  Blanket  purchase  agreement 
method.  •  •  • 

§  3.606-3  Conditions  for  use.  Blanket 
purchase  agreements  are  authorized 
when — 

(a)  There  is  a  repetitive  need  for  small 
quantities  of  supplies  or  services  of 
closely  related  types,  such  as  electrical 
supplies^  plumbing  supplies,  repair  parts 
or  services,  or  miscellaneous  items  of 
hardware; 

(b)  The  maximum  aggregate  amount 
of  all  requests  to  be  issued  against  one 
blanket  purchase  agreement  shall  not 
exceed  the  amount,  if  any  specified  in 
departmental  procedures  and  the  maxi¬ 
mum  period  of  time  covered  by  the 
blanket  purchase  agreement  shall  not 
exceed  the  period,  if  any,  specified  in  de¬ 
partmental  procedures; 

(c)  No  individual  request  Issued 
against  one  blanket  purchase  agreement 
shall  exceed  $1,000;  and 

(d)  The  use  of  individual  purchase  in¬ 
struments  is  deemed  more  costly  admin¬ 
istratively  to  the  Government. 

(R.  S.  161;  5  U.  S.  C.  22) 


Part  5 — Interdepartmental 
Procurement 

Section  5.000  has  been  amended  by  de¬ 
letion  of  the  word  “continental.”  Sec¬ 
tion  5.000,  as  revised,  reads  as  follows: 

§  5.000  Scope  of  part.  This  part 
deals  with  the  procurement  of  supplies 
and  services  by  the  Military  Depart¬ 
ments  from  or  through  any  other  Gov¬ 
ernment  department  or  agency,  with  the 
exception  of  the  procurement  of  sup¬ 
plies  and  services  under  the  authority  of 
Part  4,  Coordinated  Procurement.  This 
subpart  is  not  applicable  to  procurement 
effected  outside  the  continental  United 
States  except  as  otherwise  provided  by 
Departmental  procedures. 

subpart  a — PROCUREMENT  UNDER  FEDERAL 
SUPPLY  SCHEDULE  CONTRACTS 

Section  5.103-2  (c)  has  been  added  to 
provide  for  an  additional  exception  to 
the  mandatory  use  of  Federal  Supply 
Schedules  where  special  requirements 
preclude  use  of  the  scheduled  items. 
Section  5.103-2  (c)  reads  as  follows: 

§  5.103-2  Exceptions  to  mandatory 
use.  •  *  * 

(c)  Similar  items.  Where  specific  ar¬ 
ticles  or  services  listed  in  a  mandatory 
Federal  Supply  Schedule  will  not  meet 
a  special  requirement,  open-market  pur¬ 
chase  of  articles  or  services  to  meet  such 
a  special  requirement  is  authorized. 
When  articles  or  services  having  the 
same  general  characteristics  and  in¬ 
tended  use  are  so  procured,  a  written 
statement,  citing  the  articles  or  services 
together  with  the  reasons  why  items 
listed  in  the  applicable  Federal  Supply 
Schedule  would  not  serve  the  purpose, 
shall  be  prepared,  signed  by  an  author¬ 
ized  official  of  the  using  agency,  and  fur¬ 
nished  the  General  Services  Adminis¬ 
tration  office  which  issued  the  Schedule 
within  15  days  after  date  of  purchase. 
(R.  S.  161;  5  U.  S.  C.  22) 
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Part  6 — Foreign  Purchases 

1.  Subpart  B  (Canadian  Purchases) 
has  been  renumbered  under  Subpart  E. 
Subpart  B  is  Reserved. 

2.  In  Subpart  C — Duties  and  Customs, 

§  6.301  has  been  amended  to  provide  for 
a  corrected  reference  to  10  U.  S.  C.  2383. 
Section  6.301,  as  revised,  reads  as  follows: 

§  6.301  Customs  duties  on  foreign 
purchases.  Duty  must  ordinarily  be  paid 
in  connection  with  the  importation  of 
supplies  purchased  outside  of  the  United 
States,  except  that  the  importation  of 
“emergency  purchases  of  war  material 
abroad”  by  a  military  department  is  ex¬ 
empt  from  duty  (10  U.  S.  C.  2383). 
Where  the  importation  of  supplies  is  sub¬ 
ject  to  customs  duties,  a  military  depart¬ 
ment  is  exempt  from  any  requirements  of 
a  customs  bond. 

(R.  S.  161:  6  U.  S.  C.  22) 

3.  In  Subpart  E— Canadian  Purchases, 

S  6.503  has  been  added  to  provide  gen¬ 
eral  information  concerning  the  Govem- 
ment-to-Government  agreement  with 
the  Canadian  Department  of  Defence 
Production.  Subpart  E,  as  revised,  reads 
as  follows: 

SUBPAST  E— CANADIAN  PURCHASES 

Sec. 

6.601  Purchases  from  Canadian  suppliers. 

6.502  Guarantee  by  Canadian  Government. 

6.503  Agreement  with  Department  of  De¬ 

fence  Production  (Canada). 

Authoritt:  §§  6.501  to  6.503  issued  under 
R.  8.  161;  5  U.  S.  C.  22. 

§  6.501  Purchases  from  Canadian 
suppliers.  Any  contract  with  a  supplier 
or  contractor  located  in  the  Dominion 
of  Canada  may  be  made  with  and  ad¬ 
ministered  through  the  Canadian  Com¬ 
mercial  Corporation  (a  corporation 
owned  and  controlled  by  the  Government 
of  Canada),  which  has  oflSces  at  2450 
Massachusetts  Avenue  NW.,  Washing¬ 
ton,  D.  C.  Under  any  such  contract 
made  with  the  C^anadian  Commercial 
Corporation,  direct  communication  with 
the  Canadian  supplier  or  contractor  is 
authorized  only  in  connection  with  prob¬ 
lems  of  inspection  and  technical  mat¬ 
ters:  Provided,  That,  if  any  such  prob¬ 
lem  would  affect  the  contract  price,  ap¬ 
proval  of  the  Canadian  Commercial  Cor¬ 
poration  shall  be  obtained.  All  pay¬ 
ments  under  any  such  contract  made 
with  the  Canadian  Commercial  Corpora¬ 
tion  shall  be  made  to  that  Corporation 
at  its  Washington  office. 

S  6.502  Guarantee  by  Canadian  Gov¬ 
ernment.  The  Canadian  Government 
guarantees  to  the  United  States  Govern¬ 
ment  all  commitments,  obligations,  and 
covenants  of  the  Canadian  Commercial 
Corporation  in  connection  with  any 
contract  or  order  issued  to  said  Corpora¬ 
tion  by  any  procuring  activity  of  the 
United  States  Government.  The  Can¬ 
adian  Government  has  likewise  waived 
notice  of  any  change  or  modification 
which  may  be  made  from  time  to  time 
in  these  commitments,  obligations,  or 
covenants. 

fi  6.503  Agreement  with  Department 
of  Defence  Production  (.Canada),  (a) 
An  agreement,  dated  27  July  1956,  as 
amended  17  December  1956,  between  the 


Department  of  Defence  Production 
(CTanada)  and  the  Departments  of  the 
Army,  Navy,  and  Air  Force,  sets  forth 
policies  and  provides  procedures  with  re¬ 
spect  to  all  contracts  for  supplies  and 
services  placed  with  the  Canadian  Com¬ 
mercial  Corporation  on  or  after  October 
1,  1956. 

(b)  The  Agreement  provides,  in  per¬ 
tinent  part,  that  the  Canadian  Commer¬ 
cial  Corporation  may,  in  submitting  pro¬ 
posals  for  negotiated  contracts,  provide 
for  prices  or  cost  reimbursement,  as  the 
case  may  be,  in  terms  of  Canadian  cur¬ 
rency  and  that  the  resulting  contract 
will  provide  for  payment  to  be  made  in 
such  currency.  In  evaluating  proposals 
submitted  by  the  Canadian  Commercial 
Corporation  in  terms  of  Canadian  cur¬ 
rency,  the  rate  of  exchange  in  effect  on 
the  date  of  evaluation  of  all  proposals, 
submitted  in  response  to  a  given  Request 
for  Proposals,  shall  be  used.  When  re¬ 
quired,  the  precise  rate  of  exchange  of 
Canadian  currency  may  be  obtained 
from  a  financial  paper  of  general  circu¬ 
lation  which  reflects  the  rate  as  fixed 
and  published  by  the  Federal  Reserve 
Bank  of  New  York,  such  as  the  Wall 
Street  Journal  or  the  Journal  of  Com¬ 
merce. 


Part  7 — Contract  Clauses 

SUBPART  A — clauses  FOR  FIXED-PRICE 
SUPPLY  CONTRACTS 

1.  Sections  7.106-3  and  7.106-4  have 
been  amended  to  eliminate  superfluous 
language.  While  these  are  not  substan¬ 
tive  changes,  departmental  and  local 
forms  containing  these  clauses  should 
be  revised  at  the  earliest  opportunity. 
Sections  7.106-3  and  7.106-4,  as  revised, 
read  as  follows: 

§  7.106-3  Escalation  clause  for  stand¬ 
ard  supplies.  The  following  price  es¬ 
calation  clause  is  authorized  for  use  in 
negotiated  fixed-price  supply  contracts 
for  standard  supplies  for  which  estab¬ 
lished  prices  exist.  The  clause  may  be 
used  only  when  the  total  contract  price  is 
over  $5,000  and  delivery  is  not  to  be  com¬ 
pleted  within  six  months  after  the  con¬ 
tract  date.  The  percentage  figure  to  be 
used  in  subparagraph  (d)  (3)  of  the 
clause  shall  not  exceed  10  percent.  If 
any  standard  trade  discounts  offered  by 
the  contractor  against  its  list  or  catalog 
price  are  taken  into  account  in  nego¬ 
tiating  the  contract  unit  price,  the  Con¬ 
tracting  Officer’s  file  should  contain  a 
statement  setting  forth  the  list  or  cata¬ 
log  price  and  the  discounts.  The  dis¬ 
counts  referred  to  do  not  include  prompt 
payment  or  cash  discounts. 

price  escalation 

(a)  The  Contractor  warrants  that  the  unit 
prices  stated  herein,  excluding  any  part  of 
the  prices  which  reflects  requirements  for 
preservation,  packaging,  and  packing  beyond 
standard  commercial  practice,  are  not  in 
excess  of  the  Contractor’s  applicable  estab¬ 
lished  prices  in  effect  on  the  contract  date 
for  like  quantities  of  the  supplies  covered 
by  this  contract.  The  term  "established 
price"  as  used  in  this  clause  is  the  net  price 
after  applying  any  applicable  standard  trade 
discounts  offered  by  the  Contractor  from  its 
list  or  catalog  price. 

(b)  The  Contractor  shall  promptly  notify 
the  Contracting  Officer  as  to  the  amount  and 


effective  date  of  each  decrease  In  any  appli¬ 
cable  established  price,  and  each  applicable 
contract  unit  price  shall  be  decreased  by 
the  same  percentage  that  the  applicable 
established  price  is  decreased.  Any  such  de¬ 
crease  in  a  unit  price  shall  apply  to  those 
supplies  delivered  on  and  after  the  effective 
date  of  each  applicable  decrease  in  the  Con¬ 
tractor’s  established  price,  and  this  contract 
shall  be  amended  accordingly.  The  Contrac¬ 
tor  shall  certify  on  each  invoice  submitted 
under  the  contract  that  each  unit  price 
stated  therein  reflects  all  decreases,  if  any, 
which  the  Contractor  had  made  in  the  estab¬ 
lished  price  applicable  thereto,  since  the 
contract  date;  or  shall  certify  on  the  final 
invoice  that  all  such  decreases  have  been 
applied  to  supplies  delivered  on  and  after 
the  effective  date  of  each  such  decrease  in 
the  Contractor’s  established  prices. 

(c)  ’The  Contractor  may  from  time  to  time 
after  the  date  of  this  contract  and  during  the 
performance  hereof,  by  written  notice  to  the 
Contracting  Officer,  request  an  upward  ad¬ 
justment  in  any  of  the  contract  unit  prices 
to  be  effective  as  of  a  date  to  be  specified 
by  the  Contractor.  Such  request  shall  be 
acted  upon  In  accordance  with  the  following 
provisions  of  this  clause. 

(d)  An  upward  adjustment  in  a  contract 
unit  price  may  be  made  under  this  clause 
only  in  accordance  with  the  following  con¬ 
ditions: 

(1)  Such  an  upward  adjustment  shall  be 
made  only  if  the  Contractor’s  applicable 
established  price  has  increased  subsequent 
to  the  contract  date. 

(2)  No  unit  price  shall  be  Increased  by  a 
percentage  greater  than  the  percentage  in¬ 
crease  in  the  Contractor’s  applicable  estab¬ 
lished  price. 

(3)  ’The  aggregate  of  the  Increases  in  any 
unit  price  made  under  this  clause  shall  not 
exceed  ....  percent  of  the  original  applicable 
contract  unit  price. 

(4)  No  adjusted  unit  price  shall  be  effec¬ 
tive  earlier  than  the  effective  date  of  the  in¬ 
crease  in  the  applicable  established  price,  or 
the  date  of  receipt  by  the  Contracting  Officer 
of  the  Contractor’s  request  for  adjustment, 
whichever  is  the  later. 

(5)  No  upward  adjustment  in  unit  prices 
hereunder  shall  apply  to  supplies  which  were 
required  by  the  contract  delivery  schedule 
to  be  delivered  prior  to  the  effective  date  of 
the  related  Increase  in  the  applicable  estab¬ 
lished  price,  unless  the  Contractor’s  failure 
to  deliver  supplies  in  accordance  with  the  de¬ 
livery  schedule  results  from  causes  beyond 
the  control  and  without  the  fault  or  negli¬ 
gence  of  the  Contractor,  within  the  meaning 
of  paragraph  (b)  of  the  clause  of  this  con¬ 
tract  entitled  "Default,”  in  which  case  the 
contract  shall  be  amended  to  make  an  equi¬ 
table  extension  of  the  delivery  schedule. 

(e)  In  the  event  the  requested  upward 
adjustment  in  any  cpntract  unit  price  is  ac¬ 
ceptable  to  the  Contracting  Officer,  he  shall 
so  notify  the  Contractor,  and  the  contract 
shall  be  amended  accordingly.  In  the  event 
the  requested  upward  adjustment  is  not  ac¬ 
ceptable  to  the  Contracting  Officer,  or  if  the 
Contracting  Officer  does  not  reach  an  agree¬ 
ment  with  the  Contractor  with  respect  to  a 
price  Increase,  the  Contracting  Officer  may, 
within  30  days  after  receipt  of  the  Contrac¬ 
tor’s  request,  cancel  without  liability  to 
either  party  the  Contractor’s  right  to  proceed 
with  performance  of  that  portion  of  the  con¬ 
tract  which  is  undelivered  at  the  time  of  such 
cancellation. 

(f )  During  the  period  after  the  Contractor 
has  requested  an  upward  adjustment,  and 
prior  to  an  agreement  between  the  parties 
with  respect  to  the  request,  or  cancellation  of 
the  contract  pursuant  to  paragraph  (e),  the 
Contractor  shall  continue  deliveries  accord¬ 
ing  to  the  terms  of  the  contract.  The  Con¬ 
tractor  shall  be  paid  for  such  deliveries  at  the 
applicable  Increased  unit  prices  as  requested, 
provided  that  such  requested  increases  satisfy 


FEDERAL  REGISTER 


8003 


Tuesday,  October  8,  1957 

all  the  conditions  and  do  not  exceed  the 
limitations  of  paragraph  (d),  and  provided 
further  that  if  the  parties  agree  on  an  in¬ 
crease  less  than  that  requested,  payments 
previously  made  at  the  requested  amount 
shall  be  adjusted  accordingly.  If  the  Con¬ 
tracting  Officer  neither  reaches  an  agreement 
with  the  Contractor  on  the  requested  ad¬ 
justment,  nor  cancels  the  contract,  the  Con¬ 
tractor  shall  continue  deliveries  according  to 
the  terms  of  the  contract,  and  the  Contractor 
shall  be  paid  therefor  at  the  applicable  in¬ 
creased  unit  prices  as  requested,  provided 
that  such  requested  increases  satisfy  all  the 
conditions  and  do  not  exceed  the  limitations 
of  paragraph  (d). 

§  7.106-4  Escalation  clause  for  semi¬ 
standard  supplies.  The  following  price 
escalation  clause  is  authorized  for  use  in 
negotiated  fixed-price  supply  contracts 
for  semistandard  supplies,  the  prices  of 
which  can  be  reasonably  related  to  the 
prices  of  nearly  equivalent  standard  sup¬ 
plies  for  which  established  prices  exist. 
The  clause  may  be  used  only  when  the 
total  contract  price  is  over  $5,000  and 
delivery  is  not  to  be  completed  within 
six  months  after  the  contract  date.  A 
clear  understanding  should  be  set  forth 
in  writing  prior  to  making  the  contract 
as  to  the  identity  of  the  standard  supply 
items  which  are  applicable.  The  per¬ 
centage  figure  to  be  used  in  subpargraph 
(d)  (3)  of  the  clause  shall  not  exceed  10 
percent.  If  any  standard  trade  dis¬ 
counts  offered  by  the  Contractor  against 
its  list  or  catalog  price  are  taken  into 
account  in  negotiating  the  contract  unit 
price,  the  Contracting  Ofldcer’s  file 
should  contain  a  statement  setting  forth 
the  list  or  catalog  price  and  the  dis¬ 
counts.  The  discounts  referred  to  do  not 
include  prompt  payment  or  cash  dis¬ 
counts.  When  the  supplies  being  pur¬ 
chased  are  standard  supplies  in  all 
respects  except  for  preservation,  pack¬ 
aging,  and  packing  requirements,  the 
following  clause  should  not  be  used;  in 
such  cases  the  Escalation  Clause  for 
Standard  Supplies,  in  §  7.106-3,  is  the 
appropriate  clause. 

PRICE  ESCALATIOK 

(a)  The  Contractor  warrants  that  the  sup¬ 
plies  covered  by  this  contract  are  supplies 
which  the  Contractor  customarily  offers  for 
sale  commercially,  except  for  modifications 
in  accordance  with  the  specifications  of  this 
contract,  and  that  as  of  the  contract  date 
any  differences  between  the  unit  prices 
stated  herein  and  the  Contractor’s  estab¬ 
lished  prices  for  like  quantities  of  the  sup¬ 
plies  which  are  the  nearest  commercial 
equivalents  of  the  supplies  covered  by  this 
contract  (herein  referred  to  as  “the  estab¬ 
lished  prices”)  are  due  to  compliance  with 
such  specifications,  and  to  compliance  with 
any  requirements  which  this  contract  may 
contain  for  preservation,  packaging,  and 
packing  beyond  standard  commercial  prac¬ 
tice.  The  term  “established  price”  as  used 
in  this  clause  is  the  net  price  after  applying 
any  applicable  standard  trade  discounts  of¬ 
fered  by  the  Contractor  from  its  list  or  cata¬ 
log  price. 

(b)  The  Contractor  shall  promptly  notify 
the  Contracting  OflScer  as  to  the  amount  and 
effective  date  of  each  decrease  in  any  appli¬ 
cable  established  price,  and  each  applicable 
contract  unit  price  shall  be  decreased  by  the 
same  percentage  that  the  applicable  estab¬ 
lished  price  is  decreased.  Any  such  decrease 
In  a  unit  price  shall  apply  to  those  supplies 
delivered  on  and  after  the  effective  date  of 
each  applicable  decrease  in  the  Contractor’s 
established  price,  and  this  contract  shall  be 


amended  accordingly.  The  Contractor  shall 
certify  on  each  invoice  submitted  under  the 
contract  that  each  unit  price  stated  therein 
reflects  all  decreases,  if  any,  which  the  Con¬ 
tractor  had  made  in  the  established  price 
applicable  thereto,  since  the  contract  date, 
or  shall  certify  on  the  final  invoice  that  all 
such  decreases  have  been  applied  to  supplies 
delivered  on  and  after  the  effective  date  of 
each  such  decrease  in  the  Contractor’s  estab¬ 
lished  prices. 

(c)  The  Contractor  may  from  time  to  time 
after  the  date  of  this  contract  and  during 
the  performance  hereof,  by  written  notice  to 
the  Contracting  Officer,  request  an  upward 
adjustment  in  any  of  the  contract  unit  prices 
to  be  effective  as  of  a  date  to  be  specified 
by  the  Contractor.  Such  request  shall  be 
acted  upon  in  accordance  with  the  following 
provisions  of  this  clause. 

(d)  An  upward  adjustment  in  a  contract 
Unit  price  may  be  made  under  this  clause 
only  in  accordance  with  the  following 
conditions : 

(1)  Such  an  upward  adjustment  shall  be 
made  only  if  the  Contractor’s  applicable  es¬ 
tablished  price  has  increased  subsequent  to 
the  contract  date. 

(2)  No  unit  price  shall  be  increased  by  a 
percentage  greater  than  the  percentage  in¬ 
crease  in  the  Contractor’s  applicable  estab¬ 
lished  price. 

(3)  The  aggregate  of  the  increases  in  any 
unit  price  made  under  this  clause  shall  not 
exceed  percent  of  the  original  applicable 
contract  unit  price. 

(4)  No  adjusted  unit  price  shall  be  effec¬ 
tive  earlier  than  the  effective  date  of  the 
increase  in  the  applicable  established  price, 

'  or  the  date  of  receipt  by  the  Contracting 
Officer  of  the  Contractor’s  request  for  adjust¬ 
ment,  whichever  is  the  later. 

(5)  No  upward  adjustment  in  unit  prices 
hereunder  shall  apply  to  supplies  which  were 
required  by  the  contract  delivery  schedule  to 
be  delivered  prior  to  the  effective  date  of 
the  related  Increase  in  the  applicable  estab¬ 
lished  price,  unless  the  Contractor’s  failure 
to  deliver  supplies  in  accordance  with  the 
delivery  schedule  results  from  causes  beyond 
the  control  and  without  the  fault  or  negli¬ 
gence  of  the  Contractor,  within  the  meaning 
of  paragraph  (b)  of  the  clause  of  this  con¬ 
tract  entitled  “Default,”  in  which  case  the 
contract  shall  be  amended  to  make  an  equi¬ 
table  extension  of  the  delivery  schedule. 

(e)  In  the  event  the  requested  upward  ad¬ 
justment  in  any  contract  unit  price  is  ac¬ 
ceptable  to  the  Contracting  Officer,  he  shall 
so  notify  the  Contractor,  and  the  contract 
shall  be  amended  accordingly.  In  the  event 
the  requested  upward  adjustment  is  not  ac¬ 
ceptable  to  the  Contracting  Officer,  or  if  the 
Contracting  Officer  does  not  reach  an  agree¬ 
ment  with  the  Contractor  with  respect  to  a 
price  increase,  the  Contracting  Officer  may, 
pursuant  to  the  clause  of  the  contract  en¬ 
titled  “Termination  for  Convenience  of  the 
Government,”  terminate  the  Contractor’s 
right  to  proceed  with  performance  of  that 
portion  of  the  contract  which  is  undelivered 
at  the  time  of  such  termination. 

(f)  During  the  period  after  the  Contractor 
has  requested  an  upward  adjustment,  and 
prior  to  an  agreement  between  the  parties 
with  respect  to  the  request,  or  termination 
of  the  contract  pursuant  to  paragraph  (e), 
the  Contractor  shall  continue  deliveries  ac¬ 
cording  to  the  terms  of  the  contract.  The 
Contractor  shall  be  paid  for  such  deliveries 
at  the  applicable  Increased  unit  prices  as  re¬ 
quested,  provided  that  such  requested  in¬ 
creases  satisfy  all  the  conditions  and  do  not 
exceed  the  limitations  of  paragraph  (d),  and 
provided  further  that  If  the  parties  agree 
on  an  Increase  less  than  that  requested, 
payments  previously  made  at  the  requested 
amount  shall  be  adjusted  accordingly.  If 
the  Contracting  Officer  either  reaches  an 
agreement  with  the  Contractor  on  the  re¬ 
quested  adjustment,  nor  terminates  the  con¬ 


tract,  the  Contractor  shall  continue  deliver¬ 
ies  according  to  the  terms  of  the  contract, 
and  the  Contractor  shall  be  paid  therefor  at 
the  applicable  increased  unit  prices  as  re¬ 
quested,  provided  that  such  requested  in¬ 
creases  satisfy  all  the  conditions  and  do  not 
exceed  the  limitations  of  paragraph  (d). 

2.  Section  7.204-9  has  been  amended 
to  correct  the  reference  therein  as  fol¬ 
lows: 

§  7.204-9  Copyright.  In  accordance 
with  the  requirements  of  Subpart  B  of 
Part  9  of  this  subchapter,  insert  the  con¬ 
tract  clause  set  forth  in  §  9.203  or  §  9.204, 
as  appropriate. 

(R.  S.  161;  5  U.  S.  C.  22) 


Part  13 — Government  Property 

SUBPART  F — USE  OP  GOVERNMENT-OWNED 

INDUSTRIAL  FACILITIES  ON  WORK  OTHER 

THAN  FOR  A  MILITARY  DEPARTMENT 

1.  The  U.  S.  Code  citations  in  §  13.600 
have  been  amended.  Section  13.600,  as 
revised,  reads  as  follows; 

§  13.600  Scope  of  subpart.  The  pre¬ 
ceding  subparts  of  this  part  are  intended 
to  be  applicable  only  to  those  situations 
in  which  Government  property  is  pro¬ 
vided  to  contractors  or  subcontractors  of 
any  tier,  for  use  in  connection  with  pro¬ 
curement  by  the  military  departments. 
This  subpart  relates  to  making  available 
to  contractors,  former  contractors,  or 
other  parties.  Government-owned  indus¬ 
trial  facilities  under  the  control  of  a 
military  department  for  use  solely  or 
principally  on  work  other  than  for  a 
military  department.  (As  to  making  in¬ 
dustrial  facilities  available  principally 
for  use  in  connection  with  procurement 
by  the  military  departments,  and  inci¬ 
dentally  for  use  on  work  other  than  for  a 
military  department,  see  §  13.407.)  The 
question  of  making  industrial  facilities 
available  for  use  on  work  other  than  for 
a  military  department  may  arise  with 
respect  to  such  property  in  the  possession 
of  the  Government  (e.  g.,  machine  tools 
in  reserve  storage)  or  in  the  possession 
of  the  potential  user  (e.  g.,  where  a  con¬ 
tractor  has  completed  the  contract  un¬ 
der  which  the  property  was  originally 
provided ) .  Basic  authority  to  permit  the 
use  of  Government  property  on  work 
other  than  for  a  military  department  is 
found  in  statutes  authorizing  the  Secre¬ 
taries  to  lease  property  under  their  con¬ 
trol  (see  10  U.  S.  C.  2667  and  50  U.  S.  C. 
App.1173). 

2.  Section  13.601-1  has  been  amended 
to  authorize  use  of  industrial  facilities 
under  contracts  of  a  foreign  government 
without  payment  of  rental  under  speci¬ 
fied  circumstances.  Section  13.601-1,  as 
amended,  reads  as  follows: 

§  13.601  Rental. 

§  13.601-1  General.  Whenever  indus¬ 
trial  facilities  are  made  available  for 
use  on  work  other  than  for  a  military  de- 
.partment,  the  user  shall  be  charged  a 
fair  and  reasonable  rental;  provided, 
that  under  departmental  procedures  con¬ 
sistent  with  §  13.407  (a)  (1)  and  (2) 
rental  may  be  waived  with  regard  to  such 
property  furnished  solely  for  use  in  per¬ 
forming  work  for  Government  agencies. 
Such  rental  shall  be  established  on  the 
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basis  of  sound  commercial  practice,  in¬ 
cluding  any  prevailing  commercial  rates. 
Except  as  otherwise  provided  in  §  13.601- 
2  (a),  such  rental  may,  where  permitted 
by  the  law  under  which  the  contract  or 
agreement  is  executed  (see  statutes  cited 
in  §  13.600),  take  into  consideration  ob¬ 
ligations  assumed  by  the  user  to  protect 
and  maintain  the  property  as  well  as  to 
perform  other  services  as  all  or  part  of 
the  consideration  for  the  contract  or 
agreement.  The  rental  shall,  in  any 
event,  be  such  as  to  prevent  the  user  from 
obtaining  an  unfair  competitive  ad¬ 
vantage  by  reason  thereof  over  competi¬ 
tors  who  own  their  facilities  or  obtain 
them  from  private  sources.  The  rental 
shall  be  charged  on  the  basis  of  the  time 
during  which  the  property  is  available 
for  use  rather  than  on  the  basis  of  the 
time  during  which  the  property  is  ac¬ 
tually  used,  unless  determined  by  the 
Secretary  of  the  Department  concerned, 
or  his  representative  duly  authorized  to 
approve  the  contract  or  agreement  by 
which  the  property  is  made  available,  to 
be  impracticable  or  contrary  to  the  best 
interest  of  the  Government.  The  Gov¬ 
ernment  shall  make  no  warranty,  ex¬ 
press  or  implied,  regarding  the  condition 
or  fitness  for  use  of  any  item  of  property. 
Industrial  facilities  may  be  authorized 
for  use  under  contracts  of  a  foreign  gov¬ 
ernment  or  subcontracts  thereunder, 
without  the  payment  of  rental  deter¬ 
mined  in  accordance  with  this  subpart, 
where  use  on  such  basis  is  requested  by 
the  foreign  government,  and  is  specifi¬ 
cally  approved  by  the  Secretary  con¬ 
cerned,  taking  into  consideration  any 
existing  government-to-government 
agreements. 

(R.  8.  161;  6  U.  S.  C.  22) 

Part  14 — ^Inspection  and  Acceptance 

SUBPART  B — ACCEPTANCE 

Sections  14.201-1  and  14.201-2  have 
been  amended  so  as  to  tighten  proced¬ 
ures  regarding  assurance  of  delivery 
prior  to  certification  of  invoices  for  pay¬ 
ment  when  deliveries  are  made  f.  o.  b. 
origin.  Sections  14.201-1  and  14.201-2, 
as  revised,  read  as  follows: 

§  14.201-1  Evidence  of  delivery  under 
f.  o.  b.  origin  contracts.  Satisfactory 
evidence  of  delivery  is  required  before 
payment  other  than  progress  or  advance 
payments  may  be  made  under  fixed-price 
supply  contracts.  Under  contracts  call¬ 
ing  for  deliveiies  f.  o.  b.  origin,  the  con¬ 
tracting  officer  or  his  authorized  repre¬ 
sentative,  in  certifying  that  delivery  has 
been  made,  may  in  his  discretion  rely  on 
the  contractor’s  signed  statement  on  its 
invoice  that  delivery  has  been  made  on 
a  specified  date  to  a  named  carrier  or  to 
a  representative  of  the  Government.  In 
addition,  when  necessary  to  protect  the 
Government’s  interest,  the  contracting 
oflacer  may  require  either  that  the  con¬ 
tractor  furnish  a  receipted  copy  of  the 
bill  of  lading  or  postal  receipt,  or  that  a 
representative  of  the  Government  certify 
as  to  actual  delivery  on  the  applicable 
inspection  and  receiving  report  form. 
Invoicing  Instructions  to  f.  o.  b.  origin 
contractors  shall  require  that  the  con¬ 


tractor  state  on  all  invoices  (a)  the  date 
of  shipment,  name  of  carrier,  and  bill  of 
lading  number.,  or  (b)  the  name  and  title 
of  the  Government  representative  to 
whom  delivery  was  made  and  the  date  of 
such  delivery. 

§  14.201-2  Confirmation  of  delivery 
at  destination  under  f.  o.  b.  origin  con¬ 
tracts.  Where  payment  has  been  made 
on  the  basis  of  a  certificate,  and  the  sup¬ 
plies  have  not  been  received  at  destina¬ 
tion,  prompt  follow-up  and  remedial  ac¬ 
tion  will  be  initiated  in  accordance  with 
departmental  procedures. 

(R.  S.  161:  6  U.  S.  C.  22) 


Part  16 — Procurement  Forms 

SUBPART  C — PURCHASE  AND  DELIVERY  ORDER 
FORMS 

Section  16.303-2  (a)  (1)  (iii)  has  been 
revised,  as  follows: 

§  16.303-2  Conditions  for  use.  DD 
Form  1155  shall  be  used  as  a  purchase 
order  or  as  a  delivery  order,  regardless 
of  the  number  of  deliveries  or  payments 
contemplated,  except  where  utility  serv¬ 
ices  are  procured  under  GSA  area  con¬ 
tracts  as  provided  in  Part  5.  Subpart  H. 

(a)  Use  as  a  Purchase  Order. 

(1)  DD  Form  1155  shall  be  used  as  a 
purchase  order  for  supplies,  as  defined 
in  §  7.102,  or  for  services  other  than  per¬ 
sonal  services  when: 

(i)  The  amount  involved  is  $1,000  or 
less; 

(ii)  The  procurement  is  unclassified 
and  is  effected  by  negotiation  in  accord¬ 
ance  with  Part  3; 

(iii)  Only  the  contract  clauses  set 
forth  on  the  back  of  the  form  are  to  be 
used;  if  additional  clauses  covering  the 
subject  matter  of  any  clause  set  forth  in 
this  subchapter  are  to  be  used,  the  pro¬ 
curement  shall  bf  effected  by  use  of  some 
other  form  authorized  by  this  subchapter 
or  departmental  procedures. 

SUBPART  G — CONTRACT  TERMINATION  FORMS 

Section  16.702-5  has  been  revised  as 
follows: 

§  16.702  Settlement  proposal  forms. 

•  «  • 

§  16.702-5  Inventory  schedules  (DD 
Forms  542,  543,  544,  545,  and  832).  (a) 
The  following  forms  are  prescribed  for 
use  by  contractors  to  support  settlement 
proposals  submitted  on  DD  Forms  540, 
541,  or  547: 

(1)  DD  Form  542  (Inventory  Schedule 
A — Metals)  and  DD  Form  542-1  (Con¬ 
tinuation  Sheet) ; 

(2)  DD  Form  543  (Inventory  Schedule 
B — Raw  Materials)  and  DD  Form  543-1 
(Continuation  Sheet) ; 

(3)  DDForm  544  (Inventory  Schedule 
C — Work  in  Process)  and  Db  Form  544-1 
(Continuation  Sheet) ;  apd 

(4)  DD  Form  545  (Inventory  Schedule 
D — Dies,  Jigs,  Fixtures,  etc.,  and  Special 
Tools)  and  DD  Form  545-1  (Continua¬ 
tion  Sheet). 

In  addition,  the  Inventory  Schedule 
forms  may  be  used  for  reporting  inven¬ 
tory  in  connection  with  adjustments 
under  the  Changes  clause  and  inventory 
excess  to  completed  contract. 


(R.  S.  161;  6  U.  S.  C.  22) 

Perkins  McGuire, 
Assistant  Secretary  of  Defense, 
(.Supply  and  Logistics). 

IF.  R.  Doc.  57-8239;  Plied,  Oct.  7,  1957; 
8:55  a.  m.] 


TITLE  50— WILDLIFE 

Chapter  1 — Fish  and  Wildlife  Service, 
Department  of  the  Interior 

Part  31 — Pacific  Region 

Subpart — ^Tule  Lake  National  Wildlife 
Refuge,  California 

HUNTING 

Basis  and  purpose.  Pursuant  to  the 
authority  conferred  upon  me  by  50  CPR 
21.31, 1  have  determined  that  the  taking 
of  pheasants  may  be  permitted  by  hunt, 
ing  during  the  1957  open  season  pre¬ 
scribed  therefor  by  the  State  of  Cali¬ 
fornia  on  portions  of  the  Tule  Lake  Na¬ 
tional  Wildlife  Refuge,  California,  with¬ 
out  interfering  with  the  primary  purpose 
of  the  area.  Accordingly,  §  31.351,  read¬ 
ing  as  follows:  is  added: 

§  31.351  Hunting  of  pheasants  per¬ 
mitted.  Pheasants  may  be  taken  by 
hunting  during  the  1957  open  season  on 
portions  of  the  Tule  Lake  National  Wild¬ 
life  Refuge,  California,  subject  to'  the 
following  conditions  and  requirements: 

(a)  During  the  period  from  November 
16  to  December  1, 1957,  both  dates  inclu¬ 
sive,  the  hunting  of  pheasants  is  per¬ 
mitted  on  that  part  of  the 'Tule  Lake 
National  Wildlife  Refuge  lying  and  being 
north  of  the  following  described  line: 

Beginning  on  the  east  boundary  of  the 
refuge  at  the  corner  of  sec.  20,  T.  47  N., 
R.  5  E.,  M.  D.  M.,  thence  west  along  the  center 
line  of  secs.  20  and  19,  T.  47  N.,  R.  5  E.,  and 
the  center  line  of  secs.  24,  23,  22,  21,  20,  and 
19,  T.  47  N.,  R.  4  E.,  to  the  point  of  intersec¬ 
tion  with  the  west  boundary  of  the  refuge. 

(b)  On  November  16,  17,  and  18,  1957, 
the  hunting  of  pheasants  is  permitted  on 
those  lands  of  the  refuge  commonly 
known  as  the  Prog  Pond  and  Lower 
Sump  areas  of  the  refuge,  and  bounded 
on  the  south  by  the  Lava  Beds  Road,  on 
the  east  by  the  refuge  boundary,  on  the 
north  by  the  center  line  of  secs.  20  and 
19,  T.  47  N.,  R.  5  E.,  and  the  center  line 
of  secs.  23  and  24,  T.  47  N.,  R.  4  E.,  and 
on  the  west  by  the  east  dike  of  the  Upper 
Sump  and  the  west  berm  of  the  west  dike 
of  the  Lower  Sump,  and  on  those  lands 
of  the  refuge  commonly  known  as  the 
Panhandle  buffer  strip,  as  posted  by  the 
officer  in  charge,  situated  west  of  the 
west  bank  of  the  N  Canal  in  the  sy2Ny2 
sec.  16,  T.  46  N.,  R.  5  E.,  M.  D.  M.,  and 
east  of  the  west  perimeter  road  around 
the  Fanliandle  area  in  the  S^  2N*/2  sec.  17. 

(c)  Strict  compliance  with  all  State 
law’s  and  regulations  is  required. 

(d)  Entry  on  and  use  of  the  refuge 
shall  be  in  accordance  w'ith  Parts  18  and 
21  of  this  chapter. 

(e)  Hunting  dogs,  not  to  exceed  two 
per  hunter,  may  be  used  for  the  purpose 
of  hunting  and  retrieving,  but  such  dogs 
shall  not  be  permitted  to  run  at  large  on 
the  refuge. 

(Sec.  10,  45  Stat.  1224;  16  U.  S.  C.  7151) 


Tuesday^  October  8,  1957 

Since  the  foregoing  amendment  in¬ 
volves  public  property  and  has  the  effect 
of  relieving  restrictions  applicable  to  the 
Tule  Lake  National  Wildlife  Refuge,  no¬ 
tice  and  public  procedure  thereon  are 
unnecessary,  and  it  shall  become  effective 
immediately  upon  publication  in  the 
Federal  Register  (60  Stat.  238;  5  U.  S.  C. 
1003). 

Issued  at  Washington,  D.  C.,  and  dated 
October  1,  1957. 

D.  H.  Janzen, 
Director, 
Bureau  of  Sport 
Fisheries  and  Wildlife. 

[P.  R.  Doc.  57-8222;  Filed,  Oct.  7,  1957; 
8:47  a.  m.] 


Part  32 — Southwestern  Region 

Subpart — ^Monte  Vista  National 
Wildlife  Refuge,  Colorado 

hunting 

Basts  and  purpose.  Pursuant  to  the 
authority  conferred  upon  me  by  50  CPR 
21.31, 1  have  determined  that  the  taking 
of  pheasants  and  rabbits  by  hunting  may 
be  permitted  on  October  11,  12,  and  13, 
1957,  on  a  part  of  the  Monte  Vista  Na¬ 
tional  Wildlife  Refuge,  Colorado,  with¬ 
out  interfering  with  the  primary  purpose 
of  the  area.  Accordingly,  a  new  center 
headnote,  as  set  forth  above,  and 
§32.110,  reading  as  follows,  are  added: 

§32.110  Hunting  of  pheasants  and 
rabbits  permitted.  Pheasants  and  rab¬ 
bits  may  be  taken  by  hunting  on  October 
11, 12,  and  13, 1957,  on  lands  herein  des¬ 
ignated  of  the  Monte  Vista  National 
Wildlife  Refuge,  Colorado,  subject  to  the 
following  conditions  and  requirements: 

(a)  The  hunting  of  pheasants  and 
rabbits  is  permitted  only  on  the  lands  of 
the  refuge  in  secs.  2-10,  incl.,  T.  37  N., 
R.  8  E.,  and  secs.  31-34,  inch,  T.  38  N., 
R.8E. 

(b)  Strict  compliance  with  all  State 
laws  and  regulations  is  required. 

(c)  Entry  on  and  use  of  the  refuge 
shall  be  in  accordance  with  Parts  18  and 
21  of  this  chapter. 

(d)  Hunting  dogs,  not  to  exceed  two 
per  hunter,  may  be  used  for  the  purpose 
of  hunting  and  retrieving,  but  such  dogs 
shall  not  be  permitted  to  run  at  large 
on  the  refuge. 

(Sec.  10.  45  stat.  1224;  16  U.  S.  C.  7151) 

Since  the  foregoing  amendments  in¬ 
volve  public  property  and  have  the  effect 
of  relieving  restrictions  applicable  to  the 
Monte  Vista  National  Wildlife  Refuge, 
notice  and  public  procedure  thereon  are 
unnecesary,  and  they  shall  become  ef¬ 
fective  immediately  upon  publication  in 
the  Federal  Register  (60  Stat.  238;  5 
U.S.  C.  1003). 

Issued  at  Washington,  D.  C.,  and  dated 
October  1,  1957. 

D.  H.  Janzen, 
Director, 
Bureau  of  Sport 
Fisheries  and  Wildlife. 

IP.  R.  Doc.  57-8223;  Piled,  Oct.  7,  1957; 
8:48  a.  m.] 
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DEPARTMENT  OF  AGRICULTURE 

Agricultural  Marketing  Service 
[  7  CFR  Part  52  ] 

United  States  Standards  for  Grades  op 
Frozen  Strawberries  ^ 

NOTICE  OF  proposed  RULE  MAKING 

Notice  is  hereby  given  that  the  United 
States  Department  of  Agriculture  is  con¬ 
sidering  an  amendment  to  the  United 
States  Standards  (§§  52.1981-52.1993) 
for  Grades  of  Frozen  Strawberries  pur¬ 
suant  to  the  authority  contained  in  the 
Agricultural  Marketing  Act  of  1946  (60 
Stat.  1087  et  seq.,  as  amended;  7  U.  S.  C. 
1621etseq.).  The  amendment  as  here¬ 
inafter  set  forth  provides  for  changes  in 
the  allowance  for  defects  perivitted  in 
the  grade  C  classification. 

All  persons  who  desire  to  submit  writ¬ 
ten  data,  views,  of  arguments  for  consid¬ 
eration  in  connection  with  the  proposed 
amendment  should  file  the  same  with 
the  Chief,  Processed  Products  Standard¬ 
ization  and  Inspection  Branch,  Fruit  and 
Vegetable  Division,  Agricultural  Mar¬ 
keting  Service,  U.  S.  Department  of 
Agriculture,  Washington  25,  D.  C.,  not 
later  than  60  days  after  publication 
hereof  in  the  Federal  Register. 

The  proposed  amendment  is  as 
follows: 

1.  In  §  52.1988,  paragraph  (d) ,  change 
subparagraph  (1)  to  read: 

(1)  Whole.  A  trace  of  grit,  sand  or 
silt  may  be  present  that  does  not  ma¬ 
terially  affect  the  appearance  or  eating 
quality  of  the  product,  and  for  each  16 
ounces  of  net  weight  there  may  be  pres¬ 
ent  an  area  of  not  more  than  %  square 
inch  comprising  harmless  extraneous 
material  such  as  leaves  and  portions 
thereof,  caps  and  portions  thereof,  and 
loose  sepal-like  bracts  and  portions 
thereof;  not  more  than  six  stems,  in¬ 
cluding  not  more  than  one  stem  which 
may  exceed  %  inch  in  length,  or  tw’o 
small  pieces  of  harmless  extraneous  ma¬ 
terial  that  is  not  measurable  by  area 
such  as  weeds,  weed  seeds,  and  blades  of 
grass;  and  there  may  be  present  not 
more  than  a  total  of  12  percent,  by 
weight,  that  are  damaged  strawberries. 

2.  In  §  52.1988,  paragraph  (d) ,  change 
subparagraph- (2)  to  read: 

(2)  Sliced.  A  trace  of  grit,  sand,  or 
silt  may  be  present  that  does  not  ma¬ 
terially  affect  the  apearance  or  eating 
quality  of  the  product,  and  for  each  16 
ounces  of  net  weight  there  may  be  pres¬ 
ent  an  area  of  not  more  than  %  square 
inch  comprising  harmless  extraneous 
material  such  as  leaves  and  portions 

.  thereof,  caps  and  portions  thereof,  and 
loose  sepal-like  bracts  and  portions 
thereof:  not  more  than  six  stems,  in¬ 
cluding  not  more  than  one  stem  which 


*  Compliance  with  the  provisions  of  these 
standards  shaU  not  ezciise  failure  to  comply 
with  the  provisions  of  the  Federal  Food, 
Drug,  and  Cosmetic  Act. 


may  exceed  %  inch  in  length,  or  two 
small  pieces  of  harmless  extraneous  ma¬ 
terial  that  is  not  measurable  by  area 
such  as  weeds,  weed  seeds,  and  blades  of 
grass;  and  there  may  be  present  not  more 
than  a  total  of  6  percent,  by  weight,  that 
are  damaged  strawberries. 

Dated:  October  2,  1957. 

[seal]  Frank  E.  Blood, 

Acting  Deputy  Administrator, 
Marketing  Services. 

[F.  R.  Doc.  57-8217;  Filed,  Oct.  7,  1957; 

8:45  a.  m.] 


[  7  CFR  Part  945  1 

Tomatoes  Grown  in  Florida 

EXPENSES  AND  RATE  OF  ASSESSMENT 

Notice  is  hereby  given  that  the  Secre¬ 
tary  is  considering  a  proposed  rule  to 
establish  a  budget  of  expenses  of  the 
Florida  Tomato  Committee  of  $142,500 
and  to  fix  a  rate  of  assessment  of  one  and 
one-half  cents  ($0,015)  per  60-pound 
crate  of  tomatoes,  or  respective  equival- ' 
ent  quantities  thereof,  for  the  fiscal 
period  beginning  August  1,  1957.  The 
proposed  rule,  which  is  based  on  recom¬ 
mendations  of  the  Florida  Tomato  Com¬ 
mittee  and  other  information  available 
to  the  Secretary,  would  be  established  in 
accordance  with  the  applicable  provi¬ 
sions  of  Marketing  Agreement  No.  125 
and  Order  No.  45  (7  CFR  Part  945), 
regulating  the  handling  of  tomatoes 
grown  in  Florida.  Said  marketing 
agreement  and  order  is  effective  under 
the  provisions  of  the  Agricultural  Mar¬ 
keting  Agreement  Act  of  1937,  as  amend¬ 
ed  (7  U.  S.  C.  601  et  seq.). 

Consideration  will  be  given  to  any 
data,  views,  or  arguments  pertaining 
thereto,  which  are  filed  in  triplicate  with 
the  Director,  Fruit  and  Vegetable  Divi¬ 
sion,  Agricultural  Marketing  Service, 
United  States  Department  of  Agricul¬ 
ture,  Washington  25,  D.  C.,  not  later  than 
10  days  following  publication  of  this 
notice  in  the  Federal  Register. 

The  proposed  rule  is  as  follows: 

§  945.203  Expenses  and  rate  of  as¬ 
sessment.  (a)  The  reasonable  expenses 
that  are  likely  to  be  incurred  by  the 
Florida  Tomato  Committee,  established 
pursuant  to  Marketing  Agreement  No. 
125,  and  Order  No.  45  to  enable  such 
committee  to  perform  its  functions  pur¬ 
suant  to  the  provisions  of  aforesaid 
marketing  agreement  and  order,  dur¬ 
ing  the  fiscal  period  beginning  August  1, 
1957,  will  amount  to  $142,500.00. 

(b)  The  rate  of  assessment  to  be  paid 
by  each  handler,  pursuant  to  Marketing 
Agreement  No.  125,  and  Order  No.  45, 
shall  be  one  and  one-half  cents  ($0,015) 
per  60-pound  crate  of  tomatoes,  or  re¬ 
spective  equivalent  quantities  thereof, 
handled  by  him  as  the  first  handler 
thereof  during  said  fiscal  period. 

(c)  The  terms  used  in  this  section 
shall  have  the  same  meaning  as  when 
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used  in  Marketing  Agreement  No.  125, 
and  Order  No.  45  (7  CFR  Part  945). 

(Sec.  5,  49  Stat.  753.  as  amended;  7  U.  S.  O. 
608c) 

Dated:  October  2,  1957. 

[seal]  S.  R.  Smith, 

Director,  Fruit  and  Vegetable 
Division,  Agricultural  Market¬ 
ing  Service, 

[F.  R,  Doc.  57-8218;  Piled,  Oct.  7,  1957; 
8:46  a.  m.] 


CIVIL  AERONAUTICS  BOARD 

[  14  CFR  Part  27  1 

[Draft  Release  67-22] 

Aircraft  Dispatcher  Certificates 

NOTICE  OF  PROPOSED  RULE  MAKING 

Pursuant  to  the  authority  delegated  by 
the  Civil  Aeronautics  Board  to  the 
Bureau  of  Safety,  notice  is  hereby  given 
that  the  Bureau  will  propose  to  the  Board 
a  revision  of  Part  27  of  the  Civil  Air 
Regulations  as  hereinafter  set  forth. 

Interested  persons  may  participate  in 
the  making  of  the  proposed  rules  by  sub¬ 
mitting  such  written  data,  views,  or 
arguments  as  they  may  desire.  Com¬ 
munications  should  be  submitted  )n 
duplicate  to  the  Civil  Aeronautics  Board, 
attention  Bureau  of  Safety,  Washington 
25,  D.  C.  In  order  to  Insure  their  con¬ 
sideration  by  the  Board  before  taking 
further  action  on  the  proposed  rules, 
communications  must  be  received  by 
December  10, 1957.  Copies  of  such  com¬ 
munications  will  be  available  after  De¬ 
cember  12,  1957,  for  examination  by 
interested  persons  at  the  Docket  Section 
of  the  Board,  Room  5412,  Department  of 
Commerce  Building,  Washington,  D.  C. 

Part  27  of  the  Civil  Air  Regulations 
contains  the  requirements  for  the  issu¬ 
ance  of  aircraft  dispatcher  certificates. 
This  part  was  adopted  on  December  22, 

1939,  and  became  effective  on  July  15, 

1940.  Since  the  adoption  of  Part  27 
many  new  parts  have  been  promulgated 
and  many  revisions  have  been  made  to 
other  parts.  In  view  of  this,  it  appears 
desirable  to  revise  Part  27  to  make  it  con¬ 
form  more  closely  to  the  other  parts 
both  in  format  and  terminology.  In  ad¬ 
dition,  this  revision  is  being  proposed  to 
clarify  the  section  pertaining  to  skill,  to 
make  changes  In  the  experience  require¬ 
ments,  and  to  delete  the  recent  experi¬ 
ence  requirements. 

Draft  Release  No.  55-20  (20  F.  R.  8390) 
concerning  the  proposed  new  Part  27 
was  circulated  in  November  1955.  In 
view  of  the  time  elapsed  since  that  draft 
was  circulated  and  by  reason  of  several 
changes  in  the  proposed  Part  27  it  is  be¬ 
ing  recirculated  again  at  this  time. 

Current  aeronautical  experience  re¬ 
quirements  preclude  the  possibility  of 
a  person  securing  an  aircraft  dispatcher 
certificate  when  serving  in  other  than 
scheduled  air  carrier  or  scheduled  mili¬ 
tary  operations.  The  proposed  revision 
expands  the  experience  which  may  be 
credited  toward  qualification  for  a  certif¬ 
icate  to  Include  certain  experience  which 
is  gained  by  an  applicant  in  aircraft 
operations  which  accomplish  opera¬ 
tional  control  through  a  dispatch  organ¬ 


ization.  This  change  recognizes  the 
experience  obtained  by  an  applicant  with 
an  operator,  other  than  a  scheduled  air 
carrier,  who  has  a  well  organized 
dispatch  organization,  through  which 
dispatch  control  is  exercised  over  the 
operation  of  his  aircraft,  even  though 
such  dispatch  control  is  not  required  by 
the  Civil  Air  Regulations. 

The  paragraph  in  the  present  aero¬ 
nautical  knowledge  section  dealing  with 
the  characteristics  of  an  aircraft  used 
in  air  carrier  operations  has  been  moved 
to  the  section  pertaining  to  skill.  This 
was  done  inasmuch  as  the  Bureau  feels 
that  an  applicant’s  competence  in  this 
regard  can  be  better  determined  by  a 
practical  examination  rather  than  a 
written  examination. 

The  section  on  skill  has  been  rewritten 
to  present  clearly  the  aircraft  character¬ 
istics  with  respect  to  which  the  appli¬ 
cant  will  be  required  to  take  a  practical 
examination.  Specific  reference  to  the 
Morse  Code  has  been  deleted  since  an 
applicant  would  demonstrate  his  fa¬ 
miliarity  with  the  code  sufBciently  in 
complying  with  the  knowledge  require¬ 
ments. 

With  respect  to  airman  training  and 
recent  experience  requirements  appli¬ 
cable  to  aircraft  dispatchers  which  are 
contained  in  certain  of  the  air  carrier 
operating  parts  of  the  Civil  Air  Regula¬ 
tions,  the  Bureau  considers  that  these 
requirements  should  remain  in  the  air 
carrier  operating  parts  since  specialized 
recent  experience  with  respect  to  a  car¬ 
rier’s  authorized  routes,  and  knowledge 
of  the  particular  types  of  aircraft  used, 
are  essential  for  a  dispatcher  to  per¬ 
form  his  assigned  duties  competently. 
The  recent  experience  requirements  in 
present  Part  27  are  general  in  nature 
and  may  not  be  pertinent  to  the  specific 
duties  which  the  dispatcher  is  assigned ; 
therefore,  they  have  been  omitted.  This 
deletion  in  no  way  affects  the  training 
program  or  recent  experience  require¬ 
ments  found  in  the  operating  parts. 

In  view  of  the  foregoing,  notice  is 
hereby  given  that  the  Bureau  proposes 
to  recommend  to  the  Board  that  Part 
27  of  the  Civil  Air  Regulations  be  re¬ 
vised  as  set  forth  below. 

This  revision  is  proposed  under  the  au¬ 
thority  of  Title  Vt  of  the  Civil  Aeronau¬ 
tics  Act  of  1938,  as  amended.  The  pro¬ 
posal  may  be  changed  in  the  light  of 
comment  received  in  response  to  this 
notice  of  proposed  rule  making. 

(Sec.  205,  52  Stat.  984;  49  U.  S.  C.  425.  Inter¬ 
pret  or  apply  secs.  601-610,  52  Stat.  1007- 
1012,  as  amended;  49  U.  S.  C.  551-560) 

Dated  at  Washington,  D.  C.,  Septem¬ 
ber  30,  1957. 

By  the  Bureau  of  Safety. 

[SEAL]  Oscar  Bakke, 

Director. 

APPLICABILITT  AND ‘DEFINITIONS 

Sec. 

27.1  Applicability  of  this  part. 

27.2  Definitions. 

CERTIFICATION  RULES 

27.5  Application  for  certificate. 

27.6  Iwuance. 

27.7  Duration. 

27.8  Change  of  address. 


GENERAL  CERTIFICATE  REQUIREMENTS 

Sec. 

27.21  Citizenship. 

27.22  Age. 

27.23  Education. 

27.24  Examinations  and  tests. 

27.25  Re-examination  after  failure. 

27.26  Substantiation  of  experience. 

QUALIFICATIONS  FOR  A  CERTIFICATE 

27.31  Exp>erience. 

27.32  Knowledge. 

27.33  Skill. 

OPERATING  RULES 

27.41  Certificate  required. 

27.42  Display. 

APPLICABILITY  AND  DEFINITIONS 

§  27.1  Applicability  of  this  part.  This 
part  establishes  certification  and  general 
operating  rules  for  aircraft  dispatchers. 

§  27.2  Definitions.  As  used  in  this 
part  terms  shall  be  defined  as  follows: 

Administrator:  The  Administrator  is 
the  Administrator  of  Civil  Aeronautics. 

Air  carrier:  An  air  carrier  is  any  citi¬ 
zen  of  the  United  States  who  undertakes 
directly,  or  by  lease  or  by  other  arrange¬ 
ment,  the  carriage  by  aircraft  of  persons 
or  property  as  a  common  carrier  for 
compensation  or  hire,  or  the  carriage  of 
mail  by  aircraft. 

Aircraft  dispatcher:  An  aircraft  dis¬ 
patcher  is  an  individual  holding  a  valid 
aircraft  dispatcher  certificate  issued  by 
the  Administrator  who  exercises  respon¬ 
sibility  with  the  pilot  in  command  in  the 
operational  control  of  each  flight. 

Approved:  Approved,  when  used  alone 
or  as  modifying  terms  such  as  means, 
method,  action,  equipment,  etc.,  means 
approved  by  the  Administrator. 

Authorized  representative  of  the  Ad¬ 
ministrator:  An  authorized  representa¬ 
tive  of  the  Administrator  is  any  em¬ 
ployee  of  the  Civil  Aeronautics  Admin¬ 
istrator  or  any  private  person,  authorized 
by  the  Administrator  to  perform  par¬ 
ticular  duties  of  the  Administrator  under 
the  provisions  of  this  part. 

Operational  control:  Operational  con¬ 
trol  is  the  exercise  of  authority  over 
initiation,  continuation,  diversion,  or 
termination  of  a  flight. 

Pilot  in  command:  The  pilot  in  com¬ 
mand  is  the  pilot  designated  by  the  air 
carrier  as  the  pilot  responsible  for  the 
operation  and  safety  of  the  aircraft  dur¬ 
ing  the  time  defined  as  flight  time. 

CERTIFICATION  RULES 

§  27.5  Application  for  certificate.  An 
application  for  a  certificate  shall  be  made 
on  a  form  and  in  a  manner  prescribed  by 
the  Administrator. 

§  27.6  Issuance,  (a)  An  aircraft  dis¬ 
patcher  certificate  shall  be  issued  by  the 
Administrator  to  an  applicant  who 
meets  the  requirements  of  this  part. 

(b)  Pending  a  review  of  an  applicant’s 
application  and  supplementary  docu¬ 
ments  and  the  issuance  of  a  certificate 
by  the  Administrator,  an  authorized 
representative  of  the  Administrator  may, 
subject  to  such  conditions  and  limita¬ 
tions  as  the  Administrator  may  pre¬ 
scribe,  issue  a  temporary  aircraft  dis¬ 
patcher  certificate  to  an  applicant  who 
meets  the  requirements  of  this  part. 
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§  27.7  Duration,  (a)  An  aircraft  dis¬ 
patcher  certificate  issued  to  a  United 
States  citizen  shall  remain  in  effect  until 
surrendered,  suspended,  revoked,  or 
otherwise  terminated  by  order  of  the 
Board.  A  certificate  issued  to  an  appli¬ 
cant  other  than  a  United  States  citizen 
shall  remain  in  effect  for  a  period  no 
longer  than  12  months  after  the  date  of 
issuance;  however,  it  may  be  reissued 
without  further  demonstration  of  tech¬ 
nical  competence. 

(b)  A  temporary  aircraft  dispatcher 
certificate  shall  remain  in  effect  for  a 
period  no  longer  than  90  days  after  the 
date  of  issuance. 

(c)  After  revocation,  and  upon  re¬ 
quest  after  suspension,  the  certificate 
shall  be  returned  to  the  Administrator. 

§  27.8  Change  of  address.  Within  30 
days  after  any  change  in  the  permanent 
mailing  address  of  a  certificated  aircraft 
dispatcher,  he  shall  notify  the  Adminis¬ 
trator  in  writing  of  his  new  address. 
This  notice  shall  be  mailed  to  the  Ad¬ 
ministrator  of  Civil  Aeronautics,  atten¬ 
tion  Airman  Records  Branch,  Washing¬ 
ton  25,  D.  C. 

general  certificate  requirements 

§  27.21  Citizenship.  An  applicant  for 
an  aircraft  dispatcher  certificate  may  be 
a  citizen  of  any  country  or  a  person 
without  nationality. 

§  27.22  Age.  23  years  is  the  minimum 
age  for  the  issuance  of  an  aircraft  dis¬ 
patcher  certificate. 

§27.23  Education.  An  applicant  shall 
be  able  to  read,  write,  and  understand 
the  English  language  and  speak  the 
same  without  any  accent  or  impediment 
of  speech  that  would  interfere  with  two- 
way  radio  conversation. 

§  27.24  Examinations  and  tests.  Ex¬ 
aminations  and  tests  shall  be  conducted 
by  an  authorized  representative  of  the 
Administrator  at  such  times  and  places 
as  the  Administrator  may  designate. 
The  passing  grade  for  such  examinations 
and  tests  shall  be  at  least  70  percent. 

§  27.25  Re-examination  after  failure. 
An  applicant  who  has  failed  any  pre¬ 
scribed  written  or  practical  examination 
or  test  may  not  apply  for  re-examina- 
tion  within  a  30-day  period  from  the 
date  of  such  failure  unless  he  presents 
a  statement  signed  by  a  certificated  air¬ 
craft  dispatcher,  a  certificated  ground 
instructor,  or  an  equally  qualified  indi¬ 
vidual  acceptable  to  the  Administrator, 
which  attests  that  the  applicant  has  re¬ 
ceived  an  additional  5  hours  of  instruc¬ 
tion  in  each  of  the  subjects  failed  and 
that  the  applicant  is  considered  compe¬ 
tent  for  re-examination. 

§  27.26  Substantiation  of  experience. 
An  applicant  shall  present  to  the  Admin¬ 
istrator  satisfactory  documentary  evi¬ 
dence  to  substantiate  the  experience 
qualifications  for  an  aircraft  dispatcher 
certificate. 

QUALIFICATIONS  FOR  A  CERTIFICATE 

§  27.31  Experience,  (a)  An  applicant 
shall  have  served  for  2  of  the  3  years 
immediately  preceding  the  date  of  appli¬ 
cation  with  an  organization  which  ac¬ 
complishes  operational  control  of  air¬ 


craft  operations  through  a  dispatch 
organization  as: 

(1)  A  pilot  member  of  the  crew,  or 

(2)  A  flight  radio  operator  or  ground 
radio  operator,  or 

(3)  A  flight  navigator,  or 

(4)  A  meteorologist,  or 

(5)  A  technical  supervisor  of  aircraft 
dispatchers,  or 

(6)  An  individual  who  was  primarily 
and  immediately  responsible  for  dis¬ 
patching;  or 

(7)  An  assistant  in  the  dispatching 
of  scheduled  military  aircraft,  or 

(b)  An  applicant  shall  have  served  for 
at  least  2  of  the  3  years  immediately 
preceding  the  date  of  application  as  a 
certificated  airport  or  air  route  traffic 
controller;  or 

(c)  An  applicant  shall  have  served  for 
at  least  one  year  of  the  2  years  immedi¬ 
ately  preceding  the  date  of  application 
as  an  assistant  in  the  dispatching  of  air 
carrier  aircraft  under  the  supervision  of 
a  certificated  aircraft  dispatcher;  or 

(d)  An  applicant,  within  90  days  im¬ 
mediately  preceding  the  date  of  applica¬ 
tion,  shall  have  completed  successfully  a 
course  of  instruction  which  the  Admin¬ 
istrator  approves  as  adequate  for  the 
training  of  an  aircraft  dispatcher. 

(e)  An  applicant  may  credit  any  com¬ 
bination  of  experience  in  paragraph  (a) 
of  this  section  or  in  paragraphs  (a)  and 

(b)  of  this  section  provided  that  the 
aggregate  of  such  experience  is  at  least  2 
years. 

§  27.32  Knowledge.  An  applicant 
shall  satisfactorily  pass  a  written  exam¬ 
ination  on  the  following  subjects: 

(a)  The  provisions  of  the  Civil  Air 
Reguations  applicable  to  the  duties  of  an 
aircraft  dispatcher; 

(b)  The  general  system  of  collection 
and  dissemination  of  weather  informa¬ 
tion; 

(c)  The  interpretation  of  aviation 
weather  reports,  including  the  abbrevia¬ 
tions  and  symbols  employed  therein,  as 
prescribed  in  Department  of  Commerce 
Weather  Bureau  Circular  N,  (Instruc¬ 
tions  for  Airway  Meteorological  Service) , 
as  amended; 

(d)  The  fimdamentals  of  meteorology 
as  applied  to  aircraft  operations,  with 
particular  reference  to: 

(1)  Surface  and  upper  air  weather 
maps  and  the  general  characteristics  of 
air  masses,  pressure  systems,  and  frontal 
systems,  including  the  symbols  and 
nomenclature  pertaining  thereto, 

(2)  Cloud  forms  and  their  signifi¬ 
cance, 

(3)  Icing, 

(4)  Turbulence, 

(5)  Thunderstorms, 

(6)  Fog  and  low  ceilings, 

(7)  Winds  aloft, 

(8)  Pressure  pattern  flying, 

(9)  Infiuence  of  terrain  on  meteoro¬ 
logical  conditions,  and 

(10)  General  principles  of  forecasting 
and  analysis; 

(e)  Principles  of  aircraft  navigation 
with  particular  respect  to  instrument 
operation  and  procedures; 

(f)  Communications  facilities  and 
procedures; 

(g)  Air  navigation  facilities  and  pro¬ 
cedures;  and 


(h)  Air  traffic  control  procedures. 

§  27.33  Skill.  An  applicant  shall  sat-  . 
Isfactorily  pass  a  practical  examination 
on  at  least  the  following: 

(a)  With  respect  to  one  type  of  large 
aircraft  used  in  air  carrier  operations: 

(1)  Weight  and  balance  limitations; 

(2)  Performance  operating  limita¬ 
tions; 

(3)  Use  of  cruise  control  charts;  and 

(4)  Fuel  and  oil  capacities  and  rates  of 
consumption. 

(b!)  The  characteristics  of  air  routes 
and  airports  with  particular  reference 
to: 

(1)  Landing  areas; 

(2)  Lighting  facilities;  and 

(3)  Approach  and  landing  facilities 
and  procedures. 

(c)  The  use  and  limitations  of  sensitive 
type  altimeters. 

(d)  The  application  of  available 
weather  forecasts  and  reports  for  pur¬ 
poses  of  determining  whether  a  flight 
can  be  made  with  safety. 

(e)  The  dispatch  and  assistance  of  a 
flight  under  adverse  weather  conditions. 

(f )  Emergency  procedures. 

OPERATING  RULES 

§  27.41  Certificate  required.  No  in¬ 
dividual  shall  serve  as  an  aircraft  dis¬ 
patcher  in  air  commerce  without,  or  in 
violation  of  the  terms  of,  a  certiflcate 
required  by  the  Civil  Air  Regulations  and 
issued  in  accordance  with  the  provisions 
of  this  part.  He  shall  have  his  certificate 
in  his  personal  possession  when  perform¬ 
ing  his  duties. 

§  27.42  Display.  An  aircraft  dis¬ 
patcher  shall,  upon  request,  present  his 
airman  certificate  for  examination  by 
any  authorized  representative  of  the 
Civil  Aeronautics  Board  or  the  Admin¬ 
istrator,  or  by  any  State  or  local  law 
enforcement  officer. 

[F.  R.  Doc.  57-8240;  Filed,  Oct.  7,  1957; 

8:56  a.  m.] 


INTERSTATE  COMMERCE 
COMMISSION 
[49  CFR  Part  101 

[No.  321531 

Uniform  System  of  Accounts  for 
Railroad  Companies 

BETTERMENT  AND  DEPRECIATION 

accounting;  railroads 

September  30,  1957. 

A  notice  of  proposed  rule  making 
dated  April  23,  1957,  in  this  proceeding 
which  was  published  in  the  Federal 
Register  April  27,  1957  (22  F.  R.  3016) , 
provided  that  interested  persons  could 
on  or  before  July  1,  1957,  file  written 
views  or,  suggestions  in  the  matter  of 
betterment  accounting  as  prescribed  for 
railroad  companies.  Also  involved  is  the 
matter  of  depreciation  accounting  in 
lieu  of  treating  track  replacements  as 
repair  expense. 

So  that  the  Commission  may  be  more 
fully  advised  in  these  matters,  the  time 
for  filing  views  and  suggestions  has  been 
extended  to  December  31, 1957,  If,  after 
consideration  of  replies  so  received  oral 
argument  or  public  hearing  is  deemed 
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necessary,  notice  of  the  time  and  place 
thereof  will  be  given.  Any  orders 
entered  In  this  connection  will  be  under 
authority  in  sections  12  and  20  of  the 
Interstate  Commerce  Act;  24  Stat.  382, 
386,  as  amended;  49  U.  S.  C.  12,  20,  as 
amended. 


This  notice  will  be  published  in  the 
Federal  Register. 

[seal]  Harold  D.  McCoy, 

Secretary. 

[P.  R.  Doc.  67-8230;  Piled.  Oct.  7,  1957; 
8:50  a.  m.] 


NOTICES 


DEPARTMENT  OF  THE  INTERIOR 

Geological  Survey 

[Power  Site  Cancellation  124] 

Marias  River,  Montana 

POWER  SITE  CLASSIFICATION  NO.  376 
CANCELLED  IN  PART;  CORRECTION 

In  F.  R.  Doc.  57-7778,  appearing  at 
page  7565  of  the  issue  for  Tuesday,  Sep¬ 
tember  24,  1957,  the  following  correction 
should  be  made: 

Within  that  portion  of  the  land  de¬ 
scription  reading  T.  30  N.,  R.  4  E.,  the 
following  should  be  included: 

Bee.  28.  N»^NW14. 

There  is  no  change  in  the  aggregate 
area  described  in  the  cancellation. 

Dated:  September  30,  1957. 

Thomas  B.  Nolan, 
Director. 

[P.  R.  Doc.  67-8224;  Piled.  Oct.  7,  1957; 

8:48  a.  xn.] 

DEPARTMENT  OF  COMMERCE 

Office  of  the  Secretary 

Morlan  J.  Grandbois 

STATEMENT  OF  CHANGES  IN  FINANCIAL 

interests 

In  accordance  with  the  requirements 
of  section  710  (b)  (6)  of  the  Defense 
Production  Act  of  1950,  as  amended,  and 
Executive  Order  10647  of  November  28, 
1955,  the  following  changes  have  taken 
place  in  my  financial  interests  as>  re¬ 
ported  in  the  Federal  Register  of  April 
12,  1957,  22  F.  R.  2512. 

A.  Deletions:  None. 

B.  Additions:  None. 

This  statement  is  made  as  of  Septem¬ 
ber  26.  1957. 

Morlan  J.  Grandbois. 

September  27,  1957. 

[P.  R.  Doc.  67-8221;  Piled,  Oct.  7,  1957; 

8:47  a.  m.] 


CIVIL  AERONAUTICS  BOARD 

[Docket  Nos.  8934,  8946] 

Meteor  Air  Transport,  Inc.,  and 
Metropolitan  Air  Terminal  Co. 

NOTICE  OF  postponement  OF  PREHEARING 
CONFERENCE 

Meteor  Air  Transport,  Inc.,  Docket  No. 
8934;  Metropolitan  Air  Terminal  Co., 
Docket  No.  8946. 


Notice  is  hereby  given,  pursuant  to 
the  provisions  of  the  Civil  Aeronautics 
Act  of  1938,  as  amended,  that  the  pre- 
hearing  conference  in  the  above-entitled 
applications,  originally  assigned  for  Oc¬ 
tober  7,  1957,  at  10:30  a.  m.,  e.  d.  s.  t.,  in 
Room  1417,  Temiw  Bldg.  No.  4,  17th 
Street  and  Constitution  Avenue  NW., 
Washington,  D.  C.,  before  Examiner  Paul 
N.  Pfeiffer,  is  hereby  postponed  to  Oc¬ 
tober  9.  1957,  at  2:00  p.  m.  in  the  same 
place. 

Dated  at  Washington,  D.  C.,  October  3, 
1957. 

[seal]  Francis  W.  Brown, 

Chief  Examiner. 

[P.  R.  Doc.  57-8277;  Plied,  Oct.  7,  1957; 

9:36  a.  m.] 


FEDERAL  POWER  COMMISSION 

[Docket  No.  G-12896  etc.] 
Continental  Qil  Co.  and  D.  H.  Rowland 

NOTICE  of  APPUCATIONS  AND  DATE  OF 
HEARING 

October  2,  1957. 

In  the  matters  of  Continental  Oil  Com¬ 
pany  and  D.  H.  Rowland,  Dockets  Nos. 
G-12896.  G-12897,  G-12898. 

Take  notice  that  on  July  15, 1957,  Con¬ 
tinental  Oil  Company  (Continental)  and 
D.  H.  Rowland  (Rowland)^  filed  joint 
applications  in  Docket  Nos.  G-12896 
through  G-12898,  pursuant  to  section  7 
of  the  Natural  Gas  Act,  for  authority  to 
abandon  certain  sales  of  natural  gas  and 
to  continue  certain  sales,  of  natural  gas, 
all  as  more  fully  set  forth  in  the  applica¬ 
tions  which  are  on  file  with  the  Commis¬ 
sion  and  open  to  public  inspection. 

Rowland  seeks,  pursuant  to  section  7 
(b)  of  the  Natural  Gas  Act,  to  abandon 
sales  to  Consolidated  Gas  Utilities  Cor¬ 
poration  (Consolidated)  of  natural  gas 
produced  from  the  Noble-Olson  Zone  in 
the  Chickasha  Field,  Grady  County, 
Oklahoma,  and  Continental  seeks,  pur¬ 
suant  to  section  7  (c)  of  the  Natural  Gas 
Act,  to  continue  the  sales  to  Consolidated 
proposed  to  be  abandoned  by  Rowland. 

Applicants  state  that  Continental  ac¬ 
quired  Rowland’s  interest  in  the  gas 
producing  properties  herein  involved 
effective  as  of  April  1,  1957,  and  on  and 
since  that  date  has  sold  natural  gas 
to  Consolidated  under  Rowland’s  con¬ 
tracts.  Applicants  add  that  Continental 
took  possession  of  the  subject  properties 
on  May  1,  1957,  but  reimbursed  Rowland 
for  the  operating  expenses  incurred  dur- 


^  Formerly  doing  business  as  General  Drill¬ 
ing  Company  and  Rowland  Oil  Company. 


ing  the  month  of  April  1957,  and  further 
that  production  runs  during  April  were 
for  Continental’s  account. 

These  related  matters  should  be  heard 
on  a  consolidated  record'  and  disposed 
of  as  promptly  as  possible  under  the  ap¬ 
plicable  rules  and  regulations  and  to  that 
end: 

Take  further  notice  that,  pursuant  to 
the  authority  contained  in  and  subject 
to  the  jurisdiction  conferred  upon  the 
Federal  Power  Commission  by  sections 
7  and  15  of  the  Natural  Gas  Act.  and 
the  Commission’s  rules  of  practice  and 
procedure,  a  hearing  will  be  held  on  No¬ 
vember  7,  1957,  at  9:30  a.  m.,  e.  s.  t.,  in 
a  Hearing  Room  of  the  Federal  Power 
Commission,  441  G  Street  NW.,  Wash¬ 
ington,  D.  C.,  concerning  the  matters 
involved  in  and  the  issues  presented  by 
such  applications:  Provided,  however, 
That  the  Commission  may,  after  a  non- 
contested  hearing,  dispose  of  the  pro¬ 
ceedings  pursuant  to  the  provisions  of 
§  1.30  (c)  (1)  or  (2)  of  the  Commission’s 
rules  of  practice  and  procedure.  Under 
the  procedure  herein  provided  for,  un¬ 
less  otherwise  advised,  it  will  be  unnec¬ 
essary  for  Applicants  to  appear  or  be 
represented  at  the  hearing. 

Protests  or  petitions  to  intervene  may 
be  filed  with  the  Federal  Power  Commis¬ 
sion,  Washington  25,  D.  C.,  in  accord¬ 
ance  with  the  rules  of  practice  and  pro¬ 
cedure  (18  CFR  1.8  or  1.10)  on  or  before 
October  21,  1957.  Failure  of  any  party 
to  appear  at  and  participate  in  the  hear¬ 
ing  shall  be  construed  as  waiver  of  and 
concurrence  in  omission  herein  of  the 
intermediate  decision  procedure  in  cases 
where  a  request  therefor  is  made. 

[seal]  Joseph  H.  Gutride, 

Secretary. 

[P.  R.  Doc.  57-8244;  Filed,  Oct.  7.  1957; 

8:58  a.m.] 

OFFICE  OF  DEFENSE 
MOBILIZATION 

[ODM  (DPA)  Request  17-DPAV  17  (d)] 

Notice  op  Withdrawal  of  Request  to 

Participate  in  Activities  of  the  Army 

Ordnance  Integration  Committee  ok 

3.5"  Rocket 

The  Army  Ordnance  Integration  Com¬ 
mittee  on  3.5"  Rocket  formed  pursuant 
to  section  708  of  the  Defense  Production 
Act  of  1950,  as  amended,  has  completed 
its  mission  and  has  been  deactivated. 
Accordingly,  the  request  published  in  17 
F.  R.  1527,  February  19,  1952,  to  partici¬ 
pate  in  the  formation  and  activities  of 
that  Committee  in  accordance  with  the 
“Plan  and  Regulations  of  Ordnance 
Corps  Governing  the  Integration  Com¬ 
mittee  on  3.5"  Rocket’’  transmitted  to 
and  accepted  by  those  companies  listed 
in  the  above  cited  Federal  Register  has 
been  withdrawn.  Subsequent  changes  in 
membership  were  published  in  17  F.  R. 
2793, 5353  and  18  F.  R.  3700. 

The  immunity  from  prosecution  under 
the  Federal  antitrust  laws  and  the  Fed¬ 
eral  Trade  Commission  Act  heretofore 
granted  to  those  companies  has  been 
likewise  withdrawn,  except  as  to  those 
acts  performed  or  omitted  by  reason  of 
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the  request  which  occurred  prior  to  that 
withdrawal. 

(<?ec  708,  64  Stat.  818,  as  amended;  50  U.  S.  C. 
App’sup.  2158:  E.  O.  10480,  Aug.  14,  1953; 
18F.R-4939) 

Dated:  October  3, 1957. 

Gordon  Gray, 
Director. 

Ip.  R.  Doc.  57-8238;  Piled,  Oct.  7,  1957; 

‘  '  8:55  a.  m.J 

small  business  administra¬ 
tion 

[Delegation  of  Authority  30-V-5] 

Branch  Manager,  Birmingham,  Ala. 

delegation  relating  to  financial  assist¬ 
ance,  procurement  and  technical  as¬ 
sistance  AND  ADMINISTRATIVE  FUNCTIONS 

I.  Pursuant  to  the  authority  delegated 
to  the  Regional  Director  by  Delegation 
No.  30  (Revision  4) ,  dated  July  1,  1957, 
there  is  hereby  delegated  to  the  Branch 
Manager,  Birmingham  Branch  OflBce, 
Small  Business  Administration,  the  au¬ 
thority: 

A.  General.  To  carry  out  all  func¬ 
tions  listed  for  Branch  Offices  in  section 
201  of  SBA-100. 

B.  Specific. 

FINANCIAL  ASSISTANCE 

To  take  the  following  actions  in  ac¬ 
cordance  with  the  limitations  of  such 
delegations  set  forth  in  SBA-500,  Finan¬ 
cial  Assistance  Manual : 

1.  To  approve  or  decline  Limited  Loan 
Participation  Loans. 

2.  To  approve  or  decline  disaster  loans 
not  in  excess  of  $20,000. 

PROCUREMENT  AND  TECHNICAL  ASSISTANCE 

To  take  the  following  actions  in  ac¬ 
cordance  with  the  limitations  of  such 
delegations  as  set  forth  in  SBA-400, 
Agency  Policy  Manual,  and  SBA-600, 
Procuiement  and  Technical  Assistance 
Manual: 

3.  To  develop  with  Government 
procurement  agencies  required  local 
procedures  for  implementing  established 
inter-agency  poUcy  agreements,  includ¬ 
ing  but  not  limited  to  steps  such  as 
determining  joint  set-asides  and  repre¬ 
sentation  at  procurement  centers. 

ADMINISTRATIVE 

4.  To  administer  oaths  of  office. 

5.  To  approve  annual  and  sick  leave 
for  employees  under  his  supervision. 

C.  To  sign  all  non-policy  making  cor¬ 
respondence,  including  Congressional 
correspondence,  relating  to  the  functions 
of  the  Branch  Office. 

H.  The  specific  authority  delegated  in 
I B  and  C  may  not  be  redelegated. 

III.  All  authority  delegated  herein 
may  be  exercised  by  any  SBA  employee 
designated  as  Acting  Branch  Manager. 

IV.  All  previous  authority  delegated  by 
the  Regional  Director  to  the  Branch 
Manager,  Birmingham,  Alabama,  is 
hereby  rescinded  without  prejudice  to 


actions  taken  under  all  such  delegations 
of  authority  prior  to  the  date  hereof. 

Effective  date:  September  26, 1957. 

James  P.  Hollingsworth, 

Regional  Director, 
Atlanta  Regional  Office. 

[P.  R.  Doc.  57-8227;  Filed,  Oct.  7,  1957; 
'  8:49  a.  m.] 


[Delegation  of  Authority  30-V-7] 

Branch  Manager,  Memphis,  Tenn. 

DELEGATION  RELATING  TO  FINANCIAL  ASSIST¬ 
ANCE,  PROCUREMENT  AND  TECHNICAL  AS¬ 
SISTANCE  AND  ADMINISTRATIVE  FUNCTIONS 

I.  Pursuant  to  the  authority  delegated 
to  the  Regional  Director  by  Delegation 
No.  30  (Revision  4)  dated  July  1,  1957, 
there  is  hereby  delegated  to  the  Branch 
Manager,  Memphis  Branch  Office,  Small 
Business  Administration,  the  authority: 

A.  General.  To  carry  out  all  func¬ 
tions  listed  for  Branch  Offices  in  section 
201  of  SBA-100. 

B.  Specific. 

FINANCIAL  ASSISTANCE 

To  take  the  following  actions  in  ac¬ 
cordance  with  the  limitations  of  such 
delegations  set  forth  in  SBA-500,  Finan¬ 
cial  Assistance  Manual: 

1.  To  approve  or  decline  Limited  Loan 
Participation  loans. 

2.  To  approve  or  decline  disaster  loans 
not  in  excess  of  $20,000. 

PROCUREMENT  AND  TECHNICAL  ASSISTANCE 

To  take  the  following  actions  in  ac¬ 
cordance  with  the  limitations  of  such 
delegations  as  set  forth  in  SBA-400, 
Agency  Policy  Manual,  and  SBA-600, 
Procurement  and  Technical  Assistance 
Manual: 

3.  To  develop  with  Government  pro¬ 
curement  agencies  required  local  pro¬ 
cedures  for  implementing  established 
inter-agency  policy  agreements,  includ¬ 
ing  but  not  limited  to  steps  such  as  de¬ 
termining  joint  set-asides  and  repre¬ 
sentation  at  procurement  centers. 

ADMINISTRATIVE 

4.  To  administer  oaths  of  office. 

5.  To  approve  annual  and  sick  leave 
for  employees  under  his  supervision. 

G.  To  sign  all  non-policy  making  cor¬ 
respondence,  including  Congressional 
correspondence,  relating,  to  the  functions 
of  the  Branch  Office. 

II.  The  specific  authority  delegated  in 
I  B  and  C  may  not  be  redelegated. 

III.  All  authority  delegated  herein  may 
be  exercised  by  any  SBA  employee  desig¬ 
nated  as  Acting  Branch  Manager. 

rv.  All  previous  authority  delegated  by 
the  Regional  Director  to  the  Branch 
Manager,  Memphis  Tennessee,  is  hereby 
rescinded  without  prejudice  to  actions 
taken  under  all  such  delegations  of  au¬ 
thority  prior  to  the  date  hereof. 

Effective  date:  September  26, 1957. 

James  F.  Hollingsworth, 

.  Regional  Director, 

Atlanta  Regional  Office. 

[P.  R.  Doc.  57-8228;  Piled,  Oct.  7,  1957; 

8:49  a.  m.] 


[Delegation  of  Authority  30-V-6] 
Branch  Manager,  Miami,  Fla. 

delegation  relating  to  financial  assist¬ 
ance,  PROCUREMENT  AND  TECHNICAL  AS¬ 
SISTANCE  AND  ADMINISTRATIVE  FUNCTIONS 

I.  Pursuant  to  the  authority  delegated 
to  the  Regional  Director  by  Delegation 
No.  30  (Revision  4),  dated  July  1,  1957, 
there  is  hereby  delegated  to  the  Branch 
Manager,  Miami  Branch  Office,  Small 
Business  Administration,  the  authority: 

A.  General.  To  carry  out  all  functions 
listed  for  Branch  Offices  in  section  201  of 
SBA-100. 

B.  Specific. 

FINANCIAL  ASSISTANCE 

To  take  the  following  actions  In  ac¬ 
cordance  with  the  limitations  of  such 
delegations  set  forth  in  SBA-500,  Finan¬ 
cial  Assistance  Manual : 

1.  To  approve  or  decline  Limited  Loan 
Participation  loans. 

2.  To  approve  or  decline  disaster  loans 
not  in  excess  of  $20,000. 

PROCUREMENT  AND  TECHNICAL  ASSISTANCE 

To  take  the  following  actions  in  ac¬ 
cordance  with  the  limitations  of  such 
delegations  as  set  forth  in  SBA-400, 
Agency  Policy  Manual,  and  SBA-600, 
Procurement  and  Technical  Assistance 
Manual : 

3.  To  develop  with  Government  pro¬ 
curement  agencies  required  local  proce¬ 
dures  for  implementing  established  in¬ 
ter-agency  policy  agreements,  including 
but  not  limited  to  steps  such  as  deter¬ 
mining  joint  set-asides  and  representa¬ 
tion  at  procurement  centers. 

ADMINISTRATIVE 

4.  To  administer  oaths  of  office. 

5.  To  approve  annual  and  sick  leave 
for  employees  under  his  supervision. 

C.  To  sign  all  non-policy  making  cor¬ 
respondence,  including  Congressional 
correspondence,  relating  to  the  functions 
of  the  Branch  Office. 

II.  The  specific  authority  delegated  in 
I  B  and  C  may  not  be  redelegated. 

in.  All  authority  delegated  herein  may 
be  exercised  by  any  SBA  employee  des¬ 
ignated  as  Acting  Branch  Manager. 

rv.  All  previous  authority  delegated 
by  the  Regional  Director  to  the  Branch 
Manager,  Miami,  Florida,  is  hereby 
rescinded  without  prejudice  to  actions 
taken  under  all  such  delegations  of  au¬ 
thority  prior  to  the  date  hereof. 

Effective  date:  September  26,  1957. 

James  F.  Hollingsworth, 
Regional  Director, 
Atlanta  Regional  Office. 

[P.  R.  Doc.  57-8229;  Filed,,  Oct.  7,  1957; 

8:50  a.  m.] 


SECURITIES  AND  EXCHANGE 
COMMISSION 

[Pile  No.  811-760] 

North  American  Uranium  and  Oil  Corp. 

NOTICE  OF  FILING  OP  APPLICATION  FOR  OR¬ 
DER  DECLARING  THAT  COIAPANY  HAS  CEASED 
TO  BE  AN  INVESTMENT  COMPANY 

October  2,  1957. 

Notice  is  hereby  given  that  North 
American  Uranium  and  Oil  Corporation 
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NOTICES 


("North  American”)  a  corporation  which 
was  organized  under  the  laws  of  the 
State  of  Delaware  on  December  2,  1953, 
and  which  is  registered  under  the  In¬ 
vestment  Company  Act  of  1940  (“act”) 
as  a  closed-end  non-diversified  invest¬ 
ment  company,  has  hied  an  application 
pursuant  to  section  8  (f)  of  the  act  for 
an  order  of  the  Commission  declaring 
that  North  American  has  ceased  to  be 
an  investment  company. 

The  application  recites  that  on  July 
11, 1957  the  stockholders  of  North  Amer¬ 
ican  approved  the  dissolution  of  the  cor¬ 
poration  and  distribution  of  its  sole  as¬ 
set.  namely  656,160  shares  of  stock  of 
South  Texas  Oil  &  Gas  Co..  (South 
Texas)  on  the  basis  of  48  shares  of  South 
Texas  stock  for  each  100  shares  of  North 
American  stock;  that  as  of  September 
13,  1957,  a  total  of  496,552  shares  of 
South  Texas  had  been  distributed  to 
1,524  North  American  stockholders;  that 
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distribution  has  now  been  made  to  the 
holders  of  more  than  75  percent  of  the 
stock  of  North  American;  that  the  as¬ 
sets  of  North  American  are  being  held 
by  its  exchange  agent.  Registrar  & 
Transfer  Co.,  solely  for  distribution  pro 
rata  to  North  American  shareholders; 
that  on  August  1,  1957,  North  American 
filed  its  Certificate  of  Dissolution  and  its 
dissolution  has  since  become  effective; 
and  that  North  American  has  taken  all 
action  within  its  power  to  effect  the  dis¬ 
tribution  of  its  assets. 

Section  8  (f)  of  the  act  provides,  in 
pertinent  part,  that  whenever  the  Com¬ 
mission  upon  application  finds  that  a 
registered  investment  company  has 
ceased  to  be  an  investment  company  it 
shall  so  declare  by  order  and  upon  the 
taking  effect  of  such  order  the  registra¬ 
tion  of  such  company  shall  cease  to  be 
in  effect. 

Notice  is  further  given  that  any  inter¬ 
ested  person  may,  not  later  than  October 


16,  1957,  at  5:30  p.  m.,  submit  to  the 
Commission  in  writing  any  facts  bearing 
upon  the  desirability  of  a  hearing  on  the 
matter  and  may  request  that  a  hearing 
be  held,  such  request  stating  the  nature 
of  his  interest,  the  reason  for  such  re¬ 
quest  and  the  issues,  if  any,  of  fact  or 
law  proposed  to  be  controverted,  or  he 
may  request  that  he  be  notified  if  the 
Commission  should  order  a  hearing 
thereon.  Any  such  communication  or 
request  should  be  addressed:  Secretary, 
Securities  and  Exchange  Commission,’ 
Washington  25,  D.  C.  At  any  time  after 
said  date,  the  application  may  be  granted 
as  provided  in  Rule  N-5  of  the  rules  and 
regulations  promulgated  imder  the  act. 

By  the  Commission. 

[seal]  Orval  L.  DuBois,  ' 

Secretary. 

[P.  R.  Doc.  67-8226;  Piled,  Oct.  7.  1957; 

8:49  a.  m.] 
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